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What are you doing about the future? 
ANNUAL WEST COAST 


GENERAL MANAGEMENT 
CONFERENCE 


January 21-24, 1958 © Fairmont Hotel @ San Francisco 


‘Topmost IN THE NEW PLANs of every forward-looking management 
will he a drive to get more effective results from its present organiza- 
tion. This means more sales . . . more production . . . better new 
products—and much smarter thinking throughout all phases of 
operation. And the key to this program is obtaining more productivity 
from people—through more efficient management. 


This Annual Conference is geared to help you focus critical atten- 
tion on the areas that will affect your concrete plans for tomorrow’s 
areas like— 


action... 


e the general outlook for business 

e planning internal development of new products 
e work simplification 

e keeping research costs down 

e nonfinancial methods of executive motivation 


PRESIDENT’s PANEL 
A special feature of the Conference will be a panel 
made up of some of the nation’s top company 
presidents—executives who will examine the practical 
application of leadership to the current battle of prices 
and profits. 


Insure your attendance at this stimulating meeting by registering now! 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway ® Times Square ® New York 36, N. Y. 


in this issue... 


@ Growing Pains. In a dynamic society, the pendulum of 
change occasionally takes some wide swings—and the field 

of human relations, declares AUREN URIs, is no exception. 

For in their efforts to solve their human problems, some 
managers have gone to rather unrealistic extremes in “accent- 
uating the positive’ and emphasizing permissiveness and 
harmony at the expense of other important values. In The _ ~ 
New Realism in Human Relations (page 4), Mr. Uris traces : 
some of the emerging countertrends that signal a more down- 
to-earth and sensible direction for future efforts. 


@ Top Management Pay. In its most comprehensive survey 
to date, the AMA Executive Compensation Service has been 
examining the salaries and other types of compensation paid 


to executives in some 35,000 top-management jobs. For the 
highlight findings, see DEAN RosENSTEEL’s article, Current 
Trends in Top-Management Compensation, on page 12. 


@ Pirates by Proxy. If an aggrieved stockholder has bought 
stock as an investment and comes to believe that the company 
is being badly run—or can profit by a change—then he has 
every right to demand and seek new management, declares 
James P. Setvace. But this has not consistently been the 
case in recent proxy contests, some of which represent a power 
play by newcomers to seize control of a company from its 
long-time stockholders. His article, Guarding Against the 
Corporate Raider (page 19), tells how management can pro- 
tect itself against opportunists on the financial prowl. 


—Tue Epirors 
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Auren Uris 
Research Institute of America 


AskEp HOW HE LIKED HIS FIRST DAy at the new progressive 
school, Johnny shrugged indifferently and said, “I don’t know. We 
have to do anything we feel like.” 

Actually, the analogy between progressive education and human 
relations in industry is less than perfect, but there are certain 
similarities. Both have been bold experiments in what seemed to 
be new and better ways of doing things; both have been subject to 
certain excesses—extreme permissiveness, for example. Both have 
provided valuable experiences that, with a little redirection, can 
prove highly useful in the future. And in both cases the pendulum 
has swung more and more away from the rather extreme position it 
formerly occupied. 

For management appears to be entering a new phase in human 
relations. Human relations for its own sake is faring poorly, as 
more and more managers are speaking out against misapplication of 
knowledge in this field. “Too much emphasis on human relations,” 
declares Dr. Malcolm P. McNair of the Harvard Business School, 
“encourages people to feel sorry for themselves, makes it easier for 
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them to slough off responsibility, to find excuses for failure, to act 
like children.” 

A growing realization of this fact, as well as reaction against the 
“cultist” aspect of human relations, and, above all, the need for an 
approach that will work better, are giving rise to widespread re- 
examination of human relations thinking. 


BEHIND THE CHANGE 


This is not to gainsay the benefits that have been realized through 
the proper application of knowledge in this field. Where such 
efforts have misfired, the cause can usually be traced, not to the 
principles themselves, but to the manner in which they have been 
employed. A look at some of the recurring complaints that have 
been voiced should make the nature of the failure obvious: 

An employee: “My supervisor is just going through the motions. 
I get a birthday card every year and periodic inquiries about my 
family and my hobbies. Only he doesn’t even listen to what you say.” 

A supervisor: “Human relations courses and training may be 
okay, but it would be a lot better if top management itself paid a 
little attention to these principles. When these things don’t start 
at the top, the whole business seems hypocritical —like saying, ‘Don’t 
do as I do, do as I say!’” 

An executive: “I guess I’ve studied human relations as much as 
the next man, but any time I try to apply the techniques the results 
are disappointing. I don’t understand why they don’t work.” 

It’s not hard to see the common thread running through all these 
complaints. “Going through the motions” . . . “applying the techni- 
ques” . . . “don’t do as I do, do as I say”—all these are symptoms 
of a weakness that characterizes many of our recent efforts in the 
human relations field. 

Managers who “use” human relations techniques as a subtle 
means of getting employees to perform by applying psychological 
pressures are destined for failure by the very transparency of their 
approach. But more important—and this observation applies to a 
much larger proportion of management—managers who, in all good 
faith, try to impose upon themselves standards and principles of 
human relations that are alien to their own natures will find their 
best efforts coming to grief. The feeling of some employees can be 
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summed up in the statement made by a man whose boss had re- 
cently returned from a human relations course: “He used to be 
tough enough to work for—a hard-fisted, straitlaced dictator. But 
now you never know what he really thinks or where you stand with 
him. I was much better off before.” 

This aspect of human relations is coming under closer scrutiny in 
management circles today. Before considering the best way to get 
back on a solid, realistic basis, however, it should be helpful to 
probe a little more deeply into the causes of human relations failures. 


FAULTY OBJECTIVES 

Many human relations procedures were designed to accomplish 
the goal of winning good will for the practitioner. “Make them 
happy,” was the thought. “You'll be liked, and they'll be more 
productive.” But many companies have found that this isn’t always 
the case. And results of recent research indicate strongly that the 
happiest worker isn’t always the most productive one—indeed, that 
there may be little relation between productivity and worker satis- 
faction. In one experiment, men working under the direct control 
of a strict, authoritarian leader were found to be less happy, but 
far more productive than a similar group who were allowed to 
choose their own goals, working hours, and methods, and who 
worked in a freer, more participative atmosphere. 

Writing in the Harvard Business Review, Donald R. Schoen, 
Executive Vice President of the Hays Corporation, points out that 
human relations should not be concerned with making everyone 
happy or with sugar-coating harsh reality. “While I am very de- 
finitely pro human relations,” says this operating manager, “I am 
also pro ‘tough-mindedness,’ ‘making practical decisions,’ ‘self-dis- 
cipline,’ ‘profit consciousness,’ ‘individual initiative,’ ‘creative im- 
agination,’ ‘hiring able men,’ ‘firing misfits,’ and, above all, ‘getting 
results.’ What is more, I do not see any conflict between one and 
the other.” 


THE SOFT-BOILED EXECUTIVE 

“Go easy” has sometimes been considered the height of human 
relations wisdom, and paternalistic permissiveness has been advanced 
as the basic approach for attaining the desired performance levels. 
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This concept has led to the emergence of what Peter Drucker has 
called “the soft-boiled executive.” 

The fact is, the soft-boiled manager can cause at least as much 
damage as his hard-boiled brother. There is an obvious fallacy in 
the idea that “the looser the reins, the more willing the team.” 
Subordinates of the soft-boiled manager tend to feel leaderless, since 
there is no firm direction. They frequently regard their company 
as a wishy-washy outfit, and they may easily become just as frustrated 
as people who have been under the iron hand of an old-school auto- 
cratic leader. Writing of the difficulties implicit in the “soft” ap- 
proach, Douglas McGregor observes, moreover, that “it leads fre- 
quently to the abdication of management—to harmony, perhaps, 
but to indifferent performance. People take advantage of the soft 
approach. They continually expect more but they give less and less.” 

A policy of “make them happy,” then, is apparently not the 
answer that management is seeking to solve its basic problems— 
either of a human relations approach or of productivity. 


“HARMONY IS THE BEST POLICY" 


An atmosphere of universal agreement has frequently been called 
the factor most conducive to accomplishment. But there is a growing 
suspicion in the minds of many management experts that the 
emphasis on agreement has been misplaced. For example, Eugene 
Emerson Jennings of the University of Pennsylvania, in Personnel 
Journal, emphasizes the hazards of what he calls leveling—the 
process whereby individual thinking and judgment are brought in 
line with the norms of the group. Briefly, his criticism is that in 
this process we cover up what we really think on a subject for the 
sake of what others will accept. 

Everyone has seen proof of this from his own experience. A 
decision is not correct just because a group of people are in agree- 
ment. Even getting 100 per cent backing for an idea doesn’t 
guarantee that it’s sound. Frequently, a clash of opinions and 
points of view causes the sparks of truth to fly most brightly. 

The need for reducing tension in the work atmosphere has also 
been accepted as axiomatic. But an organization can be too relaxed. 
The company that stresses relaxation may do so at the risk of 
reducing people to flabbiness. 
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Actually, tension, that bugaboo of modern culture, can be con- 
structive. True, tension associated with anxiety or fear usually 
depresses and weakens an individual. But with normal personalities, 
tension can help intensify effort. The runner who's not keyed up 
before a race might as well take off his track shoes and go home. 


“BE FRIENDLY" 


Managers have often been advised to develop friendly relations 
with colleagues and subordinates. This is, of course, a laudable 
goal, and a perfectly valid one—when the realities of a business 
situation are kept in mind. Fundamental relationships inherent in 
company organization can override all the attempts executives may 
make in the direction of harmony and good fellowship, and the 
executive who does not keep this in mind leaves himself open, how- 
ever undeservedly, to a charge of hypocrisy. 

The mere fact of an executive's status—without his making a 
move—may have decisive effects. When an executive tries to over- 
look the barriers of status and position and pretend that his ideas 
and instructions are merely friendly suggestions, he is fooling no 
one but himself. Instead of fostering friendly relationships, he may 
earn only the distrust of his subordinates. 


THE BASIC PROBLEM 


The major force pushing us ahead in the human relations field 
is essentially that of supplying effective motivation to individuals. 
Looking backward, we can readily see the nature of the basic 
problem. 

In the infancy of our industrial system, fear was the prime 
motivator. But as our economy developed, the combination of gen- 
eral economic prosperity, which made workers less dependent on 
any single employer, and the organization of labor, which increased 
the bargaining power of workers, soon made fear obsolete as a 
stimulus for production. 

With this change—and few will deny that it was a change for 
the better—came an awareness of the human factor in productivity, 
and emphasis was placed on motivating people to want to work to 
the limit of their ability. Human relations, which previously had 
little place in industry, came to the forefront in the business world. 
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By and large, this was all to the good. The majority of employers 
were—and are—-sincerely interested in putting the principles of 
good human relations into effect in their companies. But some of 
them went too far and misapplied the new insights into human 
behavior. Paul Cifrino, General Manager of Supreme Markets, 
Boston, cites an interesting example: “A brochure currently supplied 
by one of our large trade associations seeks to motivate the newly 
hired teen-ager by stressing how essential the food business is, how 
many products come from mysterious lands overseas, how many for- 
tunes have been made. This is supposed to inspire him to place the 
eggs on the top of the sack rather than the bottom! Why isn’t it both 
simpler and more effective just to tell him to pack the eggs this way 
so that they won't get broken? It is a compliment to assume that 
he would not want to do anything that might keep people who pay 
for eggs from being able to use them when they got home.” 

Cifrino’s conclusion gets to the heart of the matter: “When we 
assume that people really do not want to work and somehow must 
be motivated (which means manipulated) by sugar-coated pills, 
we not only injure their sense of integrity but do some of the very 
harm we are trying to avoid. There is an instinctive caution that 
makes people distrust techniques of manipulation when these are 
brought to bear on basic values. The distrust may carry over to 
much else that management stands for.” 

Right or wrong from a moral standpoint, the “sugar-coated” 
approach won’t work—or at least not for long—for a very practical 
reason: It demands that the practitioner manipulate himself —that 
he fit himself into a pattern that may bear little or no resemblance 
to his real nature. In time, the disparity between the two becomes 
pretty obvious—even to people who have never read a book on 


psychology. 
STOP-AND-GO HUMAN RELATIONS 


In their quest for “techniques” that will somehow solve their 
human problems, some companies have become involved in a stop- 
and-go approach to dealing with people. They start a line of 
endeavor—a suggestion system, for example, or a series of meetings 


on economic education. Somehow, results fail to materialize, so the 
(Continued on page 63) 


COMPENSATION 


Dean H. Rosensteel 
Director, AMA Executive Compensation Service 


In Irs MOST COMPREHENSIVE SURVEY to date, covering some 
35,000 top-ranking executives in over 3,800 companies through- 
out the United States and Canada, AMA’s Executive Compensation 
Service has found that the compensation levels of top management 
have risen again this year. 

This is not unexpected, in view of the increases that have taken 
place in wages and salaries at all levels. In the case of top manage- 
ment, the over-all increase in total compensation amounted to 5.1 
per cent—the result of an increase during 1956 of 4.4 per cent 
in salaries, 8.8 per cent in the amount paid under bonus or incentive 
plans, and 4.1 per cent in contributions to retirement funds. These 
figures are, of course, over-all averages. The many factors dis- 
cussed below influence individual cases sufficiently to cause con- 
siderable variations from the general average. 


WHAT IS TOP MANAGEMENT? 
For the purposes of this survey, top management was defined as 
the policy-making group responsible for the over-all success and 
direction of all company activities—a group that includes the board 
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chairman, the president, directors who are also officers, other 

officers, and key top-management personnel. Except for the chair- 

man and the president, these executives are usually directly respon- 

sible for a major division or function of the business (such as 

marketing, personnel, purchasing, etc.). In addition, however, 

each carries a responsibility for the performance of the business 

as a whole, participating in decisions of a company-wide nature 

and collaborating with others in the group in important matters ; 
affecting any or all phases of the company’s operations. 


VARIABLES AFFECT THE SITUATION 

Similar studies made by the Service during the eight years since 
its inauguration have shown that the most important internal factors 
influencing the levels of top-management compensation are the 
size of the companies and the complexity of their operations. Large 
companies pay more than small ones, and the correlation between 
company size and amounts of pay is fairly close. Other deter- 
minants have their effect, however; for example, a large merchandis- 
ing company pays more than a utility of similar size because of the 
greater risks involved. 

Such influences as the competitive situation, the size of the ex- 
ecutive group, the age and experience of individuals, the financial 
position of the company, and company ownership also affect the 
compensation pattern. But the most measurable factors on a year- 
to-year basis are those caused by general business and economic 
conditions, as reflected in sales and profits. By application of their 
skills and efforts, executives can produce results that are better than 
industrial averages, thus improving their compensation levels— 
and, incidentally, those of all their employees. On the other hand, 
conditions over which they have little or no contrcl may have 
adverse affects on their business and on their compensation. 


THE ECONOMIC BACKGROUND 
The period covered by the survey (essentially the calendar year 
of 1956, but including fiscal years ending up to July, 1957) was 
one of high economic level, but there were elements of uncertainty. 
Capital expenditures and employment continued at peak levels and 
consumer spending reached an all-time high, but rates of increase 
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in sales and earnings were at a slower pace than the previous year. 
One business service reported that the ratio of companies who re- 
ported increased sales and profits remained about the same—four 
increases to one decrease—but the percentage of the increases was 
lower in 1956 than in 1955. The companies included in this 
analysis averaged a 5 per cent increase in net earnings in 1956, 
compared with a 24.8 per cent increase the previous year. Some 
industries, notably the automobile manufacturers, had relatively 
poorer results than the previous year, and these affected such other 
industries as auto parts and rubber. Generally, nondurable con- 
sumer goods and retail trades reached all-time peaks, sufficient to 
offset decreases in durable goods industries. The steel industry 
enjoyed the second highest year in history, notwithstanding a strike, 
and although it appeared to recover quickly, the effects on some 
other industries were more lasting. 

In many groups of companies in which the upward profit trend 
of recent years was retarded during 1956, a number of individual 
companies moved ahead at even more than the normal rate, probably 
due to diversification, development of new products or markets, and 
like reasons. Government purchases remained at the same level as 
the previous year, so the increased business received by some in- 
dustries necessarily caused corresponding decreases for some other 
companies and industries. Many companies in almost all indus- 
tries reported increased sales but lower profits due to higher costs 
that could not be reflected in their prices. The net result of these 
conditions was a much less consistent pattern of trends than has 
existed in the past several years. 

A detailed study of individual industries would be necessary to 
show the trends in particular categories of companies. However, 
an illustration should serve to indicate the wide range of variations 
that make up the averages. 

The over-all increase in sales and revenues for all the comparable 
companies in the survey was 7.8 per cent in 1956. Net profits were 
5 per cent ahead, and the increase in total compensation amounted 
to 5.1 per cent. 

The sales of companies manufacturing durable goods increased 
5.4 per cent in 1956. Net profits showed a decrease of 6 per cent 
during the same period, and total compensation of the executives 
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in this group of companies (including salaries, bonuses, and con- 
tributions to retirement plans) increased 3.1 per cent. 

In nondurable goods companies, in contrast, sales were ahead 
of the previous year by about 7 per cent and net profits increased 
10.1 per cent. Compensation for the group of executives in these 
companies was higher than the previous year by 6.2 per cent— 
twice the increase reported by the durable good companies. 


THE LONGER TREND 


Although executive compensation is directly influenced by econo- 
mic conditions, there is something of a time lag between changes 
in the profit level and the subsequent adjustment of executive com- 
pensation, upward or downward. For example, in 1952, when 
there was an over-all decrease in net profits, compensation remained 
unchanged compared with the previous year. In the following 
year, sales and revenues were about 10 per cent over the previous 
year, profits about 5 per cent ahead, and compensation also was 
higher by about 5 per cent. In the next year, 1954, sales and 
profits were lower, but compensation increased, though by less 
than 2 per cent. In 1955, profits rose nearly 25 per cent, while 
compensation increased 5.9 per cent. And in the period covered 
by the present study, compensation rose by approximately the same 
amount as the year before, though the increase on profits was far 
less dramatic. Thus the influence of economic conditions is strongly 
felt, but the correlation is only partial. 


SALARY ADMINISTRATION 


Total compensation can be separated into three main methods 
of payments: (1) salaries, (2.) payments under bonus and incentive 
plans, and (3) current contributions to retirement plans. Almost 
49 per cent of the executive positions for which strictly comparable 
information was available were paid higher salaries; the salaries of 
about 41 per cent of the positions remained unchanged, and for 
about 10 per cent of the positions lower salaries were paid. Most 
of the jobs in the latter category are undoubtedly occupied by new 
incumbents, who are paid less than their experienced predecessors. 

For the most part, salary administration policies were normal, 
and variances in company performance were reflected in these 
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figures. During 1955, the average size of increases, where granted, 
was 11.6 per cent, and the entire range for industrial groups was 
from 10.5 per cent to 12.8 per cent. In 1956, the over-all average 
was 12.4 per cent, but the range was greater—from a low of 6.9 
per cent to a high of 14.4 per cent. 

How did top management fare in comparison with managers at 
other levels? Recent surveys by the Executive Compensation Service 
of the compensation of managers below the top level yielded the 
following comparisons: While the salaries of a little less than half 
of the positions in the top-management group were raised during 
the year under consideration, about three-fourths of the salaries 
of positions reported in the middle-management surveys covering 
the same period were raised. About four out of five positions in 
the surveys covering professional and scientific positions were in- 
creased. Thus relatively fewer top-level executives received in- 
creases as compared with managers at lower levels. The main reason 
for this is that top-management executives rarely participate in the 
general increases that have been granted to lower levels during recent 
years. Another reason is that the time lapse is usually longer as 
salaries reach higher amounts. 

The amounts of the increases granted, however, are somewhat 
larger percentagewise for top-management positions than for lower- 
level management jobs. This may be attributed in part to the com- 
panies’ attempts to compensate for the higher tax rates involved. 

A special analysis was also made to determine whether there 
were any noticeable differences in the treatment of different positions 
within the top-management group. With the current emphasis on 
research and development, it might be expected that the heads of 
these departments and divisions would have progressed faster than 
the heads of other functions such as sales, production, and finance. 
This does not seem to be the case, however; the only difference 
reflected by this analysis was that the salaries of chief executives 
increased at a slightly lower rate than those of other positions. 


BONUS PAYMENTS 


Payments were made under some kind of bonus, incentive, or 
profit-sharing plan by about 54 per cent of the companies in the 
survey. About 58 per cent of the 35,000 executives received this 
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type of compensation, and although these payments amounted to 
L, about 15 per cent of the total compensation paid to all executives, 
« they accounted for about 37 per cent of the salaries of the ex- 
se ecutives who received them. 
“ The percentage of companies with bonus or incentive payments 

and the percentage of participating executives were slightly larger 
” than in recent years, but the amounts were slightly smaller in 
a proportion to salaries. The gradual lessening of emphasis on bonus 
and incentive payments is part of a trend that has slowly been 


taking shape over recent years—the tendency to give more attention 
8 to paying equitable base salaries and less to bonuses or incentives. 
It is the policy of many companies with bonus plans to maintain 


8 salaries at competitive levels, with bonus payments intended to be 
rm fully additional compensation. Other companies with bonus plans 
try to keep total compensation competitive, with less emphasis on 
salaries alone. 
Vs What effect do these policies have on salary levels? A special 
7 analysis showed that, in those companies with bonus plans, bonus 
‘ payments amounted to about 40 per cent of the salaries paid by 
s companies without such plans. Salaries, on the other hand, were 
about 18 per cent lower in bonus-paying companies. The net re- 
. sult was that the bonus-paying companies paid about 22.5 per 
‘ cent more for positions of equal responsibility. Of course, since 
i bonus payments are dependent largely on profit, this group runs 
R the risk of receiving considerably lower pay in poor years. 
RETIREMENT CONTRIBUTIONS 
f Over 70 per cent of the companies in the survey reported con- 
n tributions to some form of retirement plan, and 74 per cent of all 
., the executives studied are beneficiaries of these plans. Payments 
e increased at about the same rate as salaries and amounted to about 
$ 10 per cent of the salaries of participating executives—the same 
proportion as the previous year. These figures indicate that there 
- has been no major liberalization of the plans during the past year. 
The cost, as reflected by the percentage of salary, is higher for top 
. managers than for lower levels of employment, but this can be 
e attributed to the fact that age is one of the determinants; on the 
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There’s Nobody Here But Us Robots 


Workers in a petroleum refinery in Great Britain are asking 
for “lonely money” to compensate for the fact that, with 
automation, they have too little contact with fellow workers. 

—News item. 


Alone, alone—all, all alone 
But not on a wide, wide sea 

As the Ancient Mariner was—oh, no, 
Alone with machinery. 


Not a friendly face in the whole darned place, 
Not an outstretched hand to shake with. 
Oh, cogs and springs are unsocial things 
For taking a coffee break with. 


And the jokes you tell that are funny as hell 
And would have the boys in stitches 

Won't get you a smile from a wall of tile 
Or a panel of lights and switches. 


But your lone ordeal mid the gears of steel 
Can be easier to bear with 

If the boss comes through with some cash in lieu 
Of the friends you aren’t there with. 


—RicHArRD ARMOUR 
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Guarding Against the Corpora 


James P. Selvage 
President, Selvage & Lee, Inc. 


No man apts to being a corporate raider—probably not even to 
his mirror or his wife. As Fortune magazine says, “He wears no 
lapel pin”; in fact, his chief characteristics are that he has money, 
or access to money, and a nose for special situations. 

Publicly, at least, he insists he bought the stock in the com- 
pany upon which he has set his sights as an investor—as a 
builder. Certainly, at that point, he is never a liquidator. His first 
public statement may proclaim his sole objective to be representa- 
tion on the Board—a desire to be helpful. Then management, by 
refusing to roll over and play dead, “forces” the unpredatory in- 
vestor to seek control and thus to become a raider. 

In discussing this question, we must avoid falling into the trap 
of assuming that anyone who buys a big block of stock, or even 
seeks control of a company, is per se a nefarious citizen. After all, 
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a publicly owned company is just that; its stock is for sale like 
apples. Nor can we accept the not unusual management question, 
“If he doesn’t like the way we run our company, why doesn’t he 
sell his stock?” We must be careful to differentiate between a 
raider and a simon-pure investor. 


WHAT IS A RAIDER? 

There is one fair yardstick with which not even the most thin- 
skinned of predators can quarrel: the length of time the insurgent 
person or group has held the stock. With that as a yardstick, it 
becomes relatively easy to determine whether the movement is one 
by legitimately aggrieved stockholders exercising their rights to 
change corporate management, or a move by avaricious imitators 
of the early robber barons on the financial prowl. 

To put the definition more bluntly: If a block of stock is 
secretly accumulated over a period of months, the ownership is 
then announced, and the owner shortly thereafter dons the cloth- 
ing of an aggrieved stockholder, compelled reluctantly to seek a 
change in management, then—notwithstanding the proxy rules 
of the SEC, which doesn’t like any of its customers being called 
raiders—that man is a raider. He is part and parcel of an era we 
thought had passed—an era the SEC was created to end—the age 
of financial piracy. 

If an aggrieved stockholder has bought stock as an investment 
and comes to believe that the company is being badly run—or can 
profit by a change—then he has every right to demand and seek 
new management. But when the facts and the circumstantial evi- 
dence show plainly that the contest is a power play by a new- 
comer to seize control of a company from its long-time stock- 
holders, then we have a pariah in our midst, and all hands of the 
business community should be turned against him. He is an eco- 
nomic menace, and enough such menaces can seriously impair our 
economic stability. 


THE NEED FOR MANAGEMENT ACTION 
Here I should like to interject an opinion that is not necessarily 


in conformance with judicial opinion. To me, it seems that man- ~ 


agement has not only the right but a fiduciary obligation to defend 
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the company against the Johnny-come-lately interlopers—just as it 
would, for instance, against a racketeering union or against legis- 
lation that imperils the company’s future—and to spend money 
to do so. If not management, who else? And if management does 
nothing, then the stockholders, without leadership, are sitting ducks 
for birds of prey. 

Management is the elected trustee of the stockholders. In them, 
the investor has placed his faith. That faith has been misplaced if 
management sits by passively—if management does not exert every 
effort to ferret out all available information about the prowlers, 
corporate, financial, and personal, and then transmit it to stock- 
holders for their informed, final judgment. 


THREE TYPES OF RAIDER 


Raiding takes not one form, but several. The least opprobrious— 
and perhaps the one completely justified under our competitive 
capitalistic system—is the action of an individual who risks his 
own money in a takeover venture. It is difficult to find fault with 
him; to venture and to think big is American. 

The second type of raider is one who uses and pyramids the 
assets of one publicly owned corporation to take over another, and 
then perhaps another, without the knowledge or consent of his own 
stockholders. For example, if the president of a company with sales 
of less than $100 million undertook to merge it with another larger 
company, he would assuredly need stockholder approval. Instead, 
however, he might use the cash and commit the credit of his com- 
pany beyond its actual working capital to buy the stock of another 
company, without giving his stockholders the opportunity to say 
“yea” or “nay.” That is the second form of corporate raiding. 

Finally, there is the group raid, where a number of adventurers 
—sometimes including brokers—band together and accumulate 
sufficient stock to force a contest. In this type of raid, no one 
individual or financial interest holds a considerable block of stock. 
But over a period of months, they stimulate the flow of stock into 
speculative hands. Rumors of mergers appear frequently, and the 
stock is touted on all sides. Many purchases are made in street 
names. The financial bird dogs, who tout others into the securities, 


REVIEW DECEMBER, 1957 


is 
is 
a 
d 
ye 
Be 
nt 
in 
ek 
vi- 
w- 
he 
yur 
_| 
_| 


thus create a pool of stock in the hands of shareholders who are 
ready and willing for change. 


PRELUDES TO THE PROXY CONTEST 


A look at the proxy contests of recent years will reveal that not 
a single one involved a bankrupt—or near-bankrupt—company. 
Assuredly, there are many companies that could stand fresh new 
management and added working capital. But these are not the 
companies that the raider seeks out. 

Sometimes he wants to “help” companies that have a large 
accumulation of cash. Or those with book values well above market 
price. Or those ready to capitalize upon several years of research 
and building and plowing back of profits. 

The raider’s first step is to examine many companies. Deals are 
brought to him by professional finders until he spots a company that 
has something he wants and appears vulnerable to attack. Often, 
what is regarded as management’s most impregnable stronghold — 
its point of strength—may also be the coveted prize of the raider. 

Next, the accumulation of stock begins. Shares are usually 
purchased in street names or by nominees to conceal the real 
buyer’s activities. Unfortunately, the laws providing legitimate 
secrecy for honest investors can also be utilized—and are—to pro- 
vide cover and darkness for the steps of the prowlers. 

Third, the purchase becomes public knowledge through an- 
nouncement or a premature leak. Sometimes the management, 
becoming aware of untoward activity in its stock, is able to break 
the secrecy screen and upset the timetable of the raider. 

Finally, the raider blandly announces that the stock was bought 
as an investment. He meets with management and makes demands 
that he knows in advance will be refused. Then he cries that he 
has been forced into a proxy contest to protect his investment and 
that of the real investors, whose spokesman, unbeknownst to them, 
he has suddenly become. 

In one well-known proxy contest, where the curse of cumulative 
voting existed, the insurgent plainly had sufficient stock to gain 
four seats on the nine-man board in a simple showdown of his 
stock at the annual meeting. Nevertheless, he insisted that he had 
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been forced into a proxy contest against his will. And, after caus- 
ing great expense to the stockholders of the company he wished to 
control (and to the stockholders of the company he already con- 
trolled), he wound up with the same four directorships he could 
have had from the beginning. 


UNCOVERING THE RAIDER 

Dudley King, one of the veteran proxy soliciting organizations, 
has said that for management “the first step in protection against 
attack is detection.” If this be true, as it patently is, what are the 
protective steps of detection? 

First, check any abnormal increase in brokers’ holdings. A 
substantial lag in the ratio of transfers to concurrent sales may be 
a signal that stock is being accumulated in street names for aggres- 
sive purposes. Of utmost importance in detection, therefore, is 
constant watchfulness of transfers and concurrent transactions on 
the Stock Exchange. Transfers recorded should be related to sales 
posted, on a daily and on a cumulative basis, to spot stock that is 
bought but not transferred in a reasonable time. 

Second, take note of abnormal activity in the company’s stock, 
either in the form of a steady increase in price forced by buying 
pressure, or ups and downs within a narrow range, indicating 
buying orders on the downside. 

Third, check through on rumors regarding the company which 
appear to have no foundation of fact or source, but which none- 
theless continue to float through the financial community. 

Fourth, tying back to each of these points, avoid the error of 
complacency; a belief that “it can’t happen here.” Fortune points 
out that confidence that the “stockholders will support us when 
they know the facts” ranks high among famous last words in 
American business. A common reason for a challenger’s success 
is management's unwillingness, in the early rumor stage, to accept 
the fact that it can be taken over. The responsibilities of running 


a business tend to make management conservative and reluctant — 


to get into a dogfight. 
Coupled with this inherent complacency is the common man- 
agement belief that a large return of proxies at the previous annual 
(Continued on page 72) 
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BUSINESS DIGESTS THE MONTH 


seu 


The Growing Pressure on Profits 


One of the generally sensed but hard- 
to-pin-down reasons for the business 
malaise of recent months has been 
the growing realization that corporate 
profits are being squeezed. A recent 
Fortune study of corporate profit 
ratios not only confirms this assump- 
tion but also shows that profits have 
been under pressure much longer 
than is generally realized, and, in- 
deed, that there has been a consider- 
able deterioration in corporate operat- 
ing-profit ratios over the past five 
years. The squeeze has been accom- 
panied—and camouflaged—by rising 
sales, substantial additions to invested 
capital, and, until recently, a rising 
trend in total profits. In the past two 
years, however, while sales and in- 
vestment have continued rising, even 
aggregate profits have turned down; 
in 1956, for the 100 biggest firms 
they were down 4 per cent com- 
pared with 1955, and apparently the 
drop will be greater in 1957. More- 
over, there are few signs presently 
discernible of any upturn in 1958. 
This is certainly one reason why 
businessmen are uneasy. 

The extent of the deterioration that 
has occurred in the profitability of 
the 100 largest U.S. industrial cor- 
porations is somewhat startling, for 
these are the elite of the corporate 
community, most of them firms with 
tremendous resources, their executives 


as able and experienced as any in 
the country. These 100 corporations 
account for 33 per cent of total 
manufacturing sales. Nevertheless, 
since Korea their pre-tax earnings 
ratios have narrowed sharply: 


ain the five-year interval between 
1950-51 and 1955-56—i.e., since 
the end of the Korean boomlet— 
their pre-tax earnings on sales have 
declined 16.3 per cent, their earn- 
ings on net worth have slipped 
14.9 per cent, and their earnings 
on net operating investment (all 
assets in management's trust) have 
dropped 17 per cent. 

«In 1956 their earnings-sales ratio 
dropped back to 12.1 per cent, 
exactly the rate earned in 1947, 
the second year of postwar recon- 
version. 

@ Since Korea, 22 of the companies 
have suffered a decline in profits 
averaging 25 per cent, despite a 
rise in sales of 30 per cent and an 
increase in investment of 31 per 
cent. 


@The 31 companies with sales of 
$1 billion or more did somewhat 
better than the other corporations 
for the decade as a whole, but 
surprisingly did not fare as well 
in the most recent five-year period. 


@ Of the 16 firms whose profits have 
increased more than their sales 
or net worth since Korea, only two 
were in the $1-billion class, ten 
were among the smaller fifty. 

«But the ten smallest companies 
among the 100 (smallest, Republic 
Aviation with sales of $346 mil- 
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lion) fared far worse than the 
group as a whole. In the past five 
years their sales-profit ratio slipped 
34.2 per cent, earnings on net 
worth dropped 22.8 per cent, and 
profits on net operating investment 
(which rose 84 per cent) skidded 
28.1 per cent. 

@Of the 12 major industries repre- 
sented among the 100 companies, 
only four have increased their 
earnings on net worth over the 
past five years, and one of these— 
nonferrous metals—is having a 
rough time this year. Only the 
container, oil, and tobacco indus- 
tries showed improvement in 1956 
over 1955, and in each case the 
improvement was negligible. 

« The $28.4 billion of capital invest- 
ment added by the 100 largest 
firms since 1950-51 has produced 
nearly $37 billion in additional 
sales, but additional pre-tax earn- 
ings of only $3 billion. This 10.6 
per cent return on the “capital 
added” compares with a 17 per 
cent return earned on the group’s 
nearly $80-billion total investment. 
But while profit margins are being 

squeezed on old and new capital, not 

all the factors in the present profit 
picture ate bearish. Indeed, two are 
favorable. Total business activity is 
now at an all-time high and is ap- 
parently still edging upward. Large 
dollar profits on sales consequently 
seem to be in prospect even if the 
margins continue to drift slowly 
downward. Moreover, real profits, as 
opposed to reported profits, have de- 
clined only slightly thus far. In other 
words, the corporate cash flow (re- 
tained earnings plus depreciation) 

has so far been only slightly im- 

paired. In fact, profits of the 100 

largest still appear to be relatively 

good if adjustments are made for 
rapid amortization, for the new rapid 

“normal” depreciation (starting in 
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1954), and for inventory profits. The 
higher depreciation rates keep more 
of a company’s gross earnings in the 
business—otherwise this gross would 
be converted to net, which, of course, 
would result in higher tax and pos- 
sibly higher dividend payments. 

However, all this does not change 
the fact that there is an unmistakable 
downward trend in the profits of the 
100 largest companies. 

There are varied explanations for 
the downtrend in profits. In some 
cases it is due to a change in the 
corporation’s product mix—a _ higher 
proportion of low-profit defense busi- 
ness, for example, which has tended 
to pull down profit ratios at com- 
panies like Western Electric and 
I.B.M. Intense competition in all con- 
sumer durables is also squeezing pro- 
fits for companies in this field— 
Whirlpool, Philco, and R.C.A. are 
examples. 

The cost of getting new plants into 
production is high, and the profit 
ratios of corporations with large 
building programs have suffered ac- 
cordingly. Steadily rising labor costs, 
and increases in other costs that take 
time to pass along in selling price or 
that cannot be offset quickly by new 
technologies, are probably the most 
obvious explanations for the profit 
squeeze. 

No sweeping conclusions can be 
drawn from the low earnings of the 
top 100 companies on “capital added” 
in the last five years—except possibly 
one: that manufacturing capacity 
today is ahead of demand. However, 
capacity is rarely in balance with 
demand, and when capacity is below 
demand, the industries affected in- 
variably scramble to catch up. In 
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the scramble they invariably build 
more plant than is immediately 
needed to satisfy demand. For a time 
this situation results in rough com- 
petition, which aggravates—and may 
even initiate—a squeeze in profits. 
However, an occasional squeeze in 
profits may be desirable if it is not 
too prolonged. Most executives would 
probably go along with John Lochton, 
G.E.’s treasurer, who says, “It may 
be unfortunate, but the fact is that 
the best developments—from every- 
one’s point of view—result from 
times when profits are in jeopardy.” 
At such times manufacturers search 
for new products and technologies. 
They try harder than ever to produce 


more and better goods at lower cost 
in their effort to get profits back in 
line. 

Of course, not all industries and 
particularly not all corporations man- 
age to achieve the “best develop- 
ments.” Disorganized industries are 
tidied up painfully, and hopelessly 
high-cost producers become bank- 
rupts. But that is precisely the stern 
virtue of a profit squeeze, and if such 
shakeouts didn’t come naturally in 
an enterprise system, they would 
have to be invented. 


aWilliam B. Harris. 
ForTUNE, 
November, 1957, 

p. 130:7, 


The Fallacy of “Young” Management 


AT THE SAME TIME that business is 
bemoaning the dearth of qualified 
executives, it is busily creating an 
artificial barrier that could deprive 
us of countless persons qualified to 
work in the upper echelons of man- 
agement. This barrier is the fetish 
that is being made of youth as a 
prime ingredient in successful busi- 
ness management. 

“Young and aggressive” has become 
a catch phrase used not only in thou- 
sands of daily help-wanted ads, but 
also in many snap appraisals of the 
quality of company managements. As 
a result, some company executives 
have become as coy about age as 
ladies, and vie in efforts to convince 
the financial community that their 


management team is “young and ag- 
gressive.” 

Underlying this catch phrase is the, 
assumption that a young executive is 
also likely to be “aggressive,” and that 
being both “young and aggressive” is 
almost synonymous with being effi- 
cient and successful. 

However, age seems to be a rather 
primitive, quantitative yardstick, not 
much more meaningful than measur- 
ing a man’s managerial ability by his 
height, or appraising the artistic merit 
of a painting by its square footage. 
Business executives in their 50’s and 
60’s, while on the average possibly 
somewhat less “aggressive” than 
younger ones, normally have the ad- 
vantage of greater experience and 
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maturity of judgment. The glorifica- 
tion of mere dynamic power implies 
a rather naive underrating of intelli- 
gence and wisdom, which must give 
direction to such power to make it 
constructive and useful. 

It is true that in the past psycholo- 
gists have lent some support to the 
youth cult by arguing that a man’s 
intellectual faculties—as indicated by 
standard I.Q. tests—begin to decline 
around 25. However, more recent 
long-range studies, based on periodic 
retesting of certain groups of individ- 
uals, have reversed those earlier 
notions and strongly indicate that the 
intelligence of superior adults con- 
tinues to grow until at least 50. 

Furthermore, emotional roadblocks 
to the full development of the per- 
sonality are often overcome only in 
the later years of life, thereby freeing 
additional energies for constructive 
activities. Finally, physicians have 
testified to the wide variations in the 
rate of physical aging in different 
individuals. 

The fact is that an impressive 
number of leading growth companies, 
in a variety of industries, have been 
guided by managements that could 
not be characterized as “young.” (It 
may be assumed that most people, 
speaking of a “young” management, 
have in mind top-level executives in 
their 40’s or below, and would 
classify executives in their late 50's 
or above as mature to old.) This is 
clearly shown by a recently compiled 
age breakdown of the managements 
of 17 such companies in 12 major 
industries. This breakdown takes in 
the ages of members of the board of 
directors, top executives, and second- 
line officers, as of October, 1956, 
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and exactly ten years earlier. Here 
are the highlights of the analysis: 

1. On the top policy-making level 
(board of directors, president, and 
executive vice president), there is a 
strong prevalence of men in their 
late 50’s and in their 60’s. The 
average age of chairmen of the board 
was 61.4 in 1956 and 60.2 in 1946. 
In 1956 their ages ranged between 
76 and 54, and in 1946 between 73 
and 47. The average age of other 
board members was 61.6 in 1956, 
and 58.7 in 1946. The average age 
of company presidents (57.8 in 1956 
and 56.8 in 1946), while somewhat 
lower, was still not very far below 
the conventional retirement age of 65. 
In 1956, presidents’ ages ranged 
from 42 to 77, and in 1946 they fell 
between 40 and 73. 

2. None of the 17 companies 
shows a prevailing pattern of rela- 
tively young top men. Although it is - 
true that in 1946 two companies had 
board chairmen and presidents in 
their 40’s, by 1956 only one of these 
companies had their two top men 
still below the 17-company average 
ages in their respective positions. 

3. The average age of the second- 
line officers (48.2 in 1956 and 48.4 
in 1946) was only four to five years 
below the average age of the first-line 
officers, excluding the president and 
executive vice president. First-line 
officers’ ages ranged from 34 to 80 
in 1956, 35 to 78 in 1946. Second- 
line officers’ ages fell between 33 and 
65 in 1956 and 34 and 72 in 1946. 

This hardly seems to add up to a 
picture of “young” top managements 
in our most successful companies. 
Yet the postwar record of these com- 
panies leaves no doubt that each of 
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them has been managed aggressively 
and adroitly. 

This does not imply that a preju- 
dice against “young” management is 
any more justified than one against 
older executives. There is little doubt, 
for instance, that the greater life 
expectancy of younger men makes 
them desirable as top executives in 
relatively small, young organizations 
still lacking second-line executives. 
By the same token, they are desirable 
as second-line executives in large 
organizations. 

A dangerous by-product of bias 
against older executives is the 
strengthening of existing prejudice 
against the hiring of older employees 
on lower levels. That this prejudice 
is potentially harmful to our society 
has become a _ widely publicized, 
though so’ far unheeded, common- 


place. According to the latest esti- 
mates of the Census Bureau, the U.S. 
population in the 1955-1970 period 
may grow by about 25.4 per cent in 
the 45-to-64 age bracket, and by 
some 34 per cent in the 65-and-over 
bracket, as compared with an increase 
of only some 12.2 per cent in the 20- 
to-44 years’ bracket. 

Thus, in the next 12 to 15 years 
the medium-age brackets, which fur- 
nish the bulk of our labor force, will 
decline in proportion to the total 
population. It is clear that we cannot 
afford to support ill-conceived preju- 
dices that exclude many qualified 
persons from work on all levels, from 
management to messengers. 


= Ralph A. Bing. 

THE ANALYSTS JOURNAL, 
August, 1957, 

p. 67:5. 


Tapping Over-65 Talent 


RATHER THAN HAVE their long years of business experience go to waste, 
a small group of retired business executives has been operating an un- 
usual management consulting service to help small and medium-size com- 
panies with problems requiring experienced advice. Although the group 
is in San Francisco, it has helped companies as far away as Connecticut, 
and it expects to go national during the next two years by setting up 
similar groups of retired executives throughout the U.S. 

The group—composed of 11 former executives ranging in age from 
early sixties to late seventies—has already advised over 200 different 
businesses. Its services include the counseling of individuals going into 
business for themselves and newly established firms dismayed by the 
many problems that beset young companies. 

The advisory group is nonprofit; companies using the service pay a 
nominal fee to cover the cost of office overhead. The rewards the group 
gets for its work are perhaps best described in the words of one mem- 
ber: “After 43 years of putting out your best efforts, you can’t just quit 
and do nothing. And there’s no reason to, when you realize what satis- 
faction there is in helping a younger or less experienced business operator 

disaster.” 


out of difficulties or financial 
—Sales Management 10/20/57 
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Local 3 Goes in for Higher Learning 


UNION ELECTRICIANS from New York are going to a Long Island estate 
to take a week-long course in how to think—at the union’s expense. 
Thirty members of Local 3 of the International Brotherhood of Electrical 
Workers go to the estate—once a millionaire’s summer playground— 
every week to concentrate on reading books, discussing world problems, 
and otherwise developing their critical faculties. 


ease 


0- Not only do the electricians pay nothing for their tuition or living 
costs, but each receives $140 to make up for his week of lost wages. All 
rs the bills are paid by the joint industry board that administers the elab- 
r- orate welfare program set up by the union and the New York electrical 
ill contractors. 
al The aim of the venture is, through increased thinking ability, to make 
ot the electricians happier, more useful citizens at home, on the job, and 
> in the community. Since the school began operating last June, 455 men 
d have taken the course. They have ranged in age from 25 to 69, and at 
: least half never got past grade school in their formal education. During 
7 the course, they learn the rudiments of psychology, logic, semantics, 
economics and history. The accent is on how to think, not on what to 
2. think. The men are encouraged to develop a questioning attitude and 
L, to be more analytical in their judgments. 
2 —A. H. Raskin in The New York Times 11/4/57 


“This will be your desk. We have a two-hour break for lunch: from twelve 
to one, when we go out, and from one to two, when the boss goes out.” 
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Small Business: Alive and Not Kicking 


Wuar is the real status of small busi- 
ness today? Some observers say small 
business is foundering and needs 
help; others, that it faces extinction 
and is beyond help. But is small 
business really thinking of cashing in 
its chips—or is it staking them hope- 
fully on the future? What are the 
problems small business faces, and 
what is it doing to solve them? 

To find out, Dun’s Review and 
Modern Industry recently conducted 
a survey among typical small con- 
cerns. Completed in September, 1957, 
it covered a random cross-section of 
420 small businesses, including 70 
manufacturing companies, 100 whole- 
sale and retail companies, and 30 
concerns in service trades. Typical 
annual sales ranged from $500,000 
to $2 million for manufacturers; 
$500,000 to $1 million for whole- 
salers; $200,000 to $500,000 for 
retailers; and $50,000 to $100,000 
for service concerns. There was also 
a random mix of all shades of finan- 
cial condition: The survey covered 
companies that were meeting their 
bills comfortably and those that were 
running behind. 

Among the general impressions 
gained about small business from 
this survey, the most outstanding was 
this: Small business has not only 
prospered, but it is hopeful—fre- 
quently, buoyant and exuberant. More 
than four out of every five small busi- 
nesses reported that they had grown 
in the past five to ten years—gen- 
erally in terms of sales and earnings, 


though some measured the improve- 
ment in terms of number of em- 
ployees, number of customers, size of 
physical establishments, expansion of 
territories served, or in improved 
efficiency. 

In the light of past accomplish- 
ment, the expectations of future 
growth expressed by these business- 
men may or not be surprising. A 
resounding 76.8 per cent of those 
interviewed believed that their busi- 
nesses would continue to grow, and 
nearly all the rest felt they could 
maintain their present size. (Some 
2.5 per cent had no opinion on this 
point, and only 3 per cent expected 
any contraction.) 

Most of the small businessmen 
looked forward with eagerness to the 
opportunities they saw ahead. They 
believed the economic trends favored 
them and that they had the ability to 
take advantage of the trends. Many 
were spending money for advertising, 
designing new products, taking on 
new lines, expanding new territories 
and opening branches, buying better 
equipment, and developing new 
methods—in general, exhibiting the 
dynamism characteristic of U.S. busi- 
ness. 

Some 30 per cent of the small busi- 
nessmen were unable to name any 
specific problems that might retard 
their growth. Among the 70 per cent 
who did mention difficulties, competi- 
tion ranked first in frequency among 
retailers and wholesalers. Service 
companies and manufacturers were 
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more confident of their ability to meet 
it. Small service companies met com- 
petition from service chains by offer- 
ing customers better quality, at a 
price. Of the manufacturers who 
mentioned competition from larger 
companies, fully 50 per cent did not 
consider it a serious threat. Several 
small manufacturers said that com- 
petition was “keeping us alert.” 

Wholesalers complained that large 
retailers and manufacturers were 
tending to bypass the wholesaler by 
dealing with each other. But the 
bitterest comments on giant competi- 
tion came from the retailers. Chief 
complaints from this group: the open- 
ing of new shopping centers, featur- 
ing large department stores and ample 
parking; chain stores; and discount 
houses. 

It was to be expected that lack of 
adequate capital and financing would 
be among the difficulties frequently 
mentioned, and it was—and by many 
who were not marginal operators. 
But lack of competent personnel was 
mentioned frequently also. A large 
number were worried about the short- 
age of skilled workers, technicians, or 
good salesmen. Moreover, many who 
mentioned lack of capital and fi- 
nancing viewed this as a problem of 
expansion, not one of survival. 

Other unfavorable factors men- 
tioned were varied: economic condi- 
tions, reduced levels of residential 
construction, strikes, deterioration of 
neighborhood, illness, credit prac- 
tices, lack of management depth, 
growing pains, and even, according 
to one man, “the get-rich-quick atti- 
tude of young people entering the 
field.” 

On the other side of the coin, 
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there was a solid core of small busi- 
nessmen who could point with pride 
to tangible advantages and qualifica- 
tions they felt had contributed to their 
progress. When asked, “What is your 
strongest asset?” nearly 23 per cent 
simply mentioned “good service and 
sound customer relations.” 

Similarly, the businessmen found 
satisfaction in the quality of their 
goods, their experience, reputations, 
and business ability, their physical 
equipment, and the competence of 
their personnel. Finally, their very 
smallness appealed to some as a note- 
worthy asset, since they felt it made 
for flexibility. One concern put it 
like this: “We are small enough so 
that our management can get closer 
to the customer and find out just 
what he wants.” 3 

The survey clearly indicated that 
most small businessmen have no in- 
tention of pulling out. More than 80 
per cent said they would not sell out 
if offered a price equal to what their 
business is now worth. An _ over- 
whelming 98 per cent said they ex- 
pected to continue in their present 
businesses. 

The last question in the survey 
invited the businessmen to comment 
on their needs—for money, materials, 
people, and legislation. One out of 
every four could find no reason for 
special outside help. Others pro- 
posed a variety of legislation. Recom- 
mendations included: housing, tariffs, 
fewer reports to federal agencies, 
“curbing of big business,” “curbing of 
big unions,” “curbing inflation,” 
“lower postal rates,” less government 
spending, more government spending, 
and such sundry suggestions as con- 
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checks and prohibiting Sunday busi- 
ness. Easy money was a commonly 
mentioned need. But taxes received 
the most criticism. Many of the re- 
spondents felt that small business was 
entitled to special tax consideration 
to stimulate expansion. 

Over-all, the survey of small busi- 
ness leaves one strong impression: 


that small business has more strength 
than is generally supposed. Time and 
again, the answers given by individ- 
ual businessmen not only reflected 
general progress, but strong confi- 
dence in the future. 

Richard Sanzo. 


Dun’s REviEW AND MopDERN 
Inpustry, October, 1957, p. 35:7. 


The Rising Status of Status Symbols 


Every MORNING the president of a 
big Ohio paper products corporation 
pilots his car into the least desirable 
spot in his company’s parking lot— 
a place reserved for him at his own 
request. 

At about the same hour the chair- 
man of a giant midwestern retailing 
company guides his conspicuously 
ancient low-priced car past the rows 
of gleaming 1957 models owned by 
his subordinates to his regular space. 

These top executives are fighting 
a brave but losing battle. They're 
among the small minority of business 
leaders who are trying to downgrade 
that much maligned but omnipresent 
appurtenance of corporate power— 
the status symbol. 

From the parking lot to the execu- 
tive washroom, the special privileges 
denoting corporate rank are more 
prominent and more frankly acknowl- 
edged than ever before. At an increas- 
ing number of concerns, the corpo- 
rate caste system is being formalized 
and _ rigidified. Most Detroit auto 
makers have adopted strict manage- 
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ment classifications for the purpose 
of doling out such privileges as the 
use of company-owned cars for both 
business and personal purposes. At 
top levels, executives not only get 
more expensive models but also re- 
ceive a second free car for the wife. 

Gulf Oil Corp. divides its manage- 
ment personnel into five levels for 
the purpose of distributing special 
privileges. When it comes to company 


cars, Class I (division managers and 


the like) can choose between Cadil- 
lacs and Imperials. In Class V 
(which includes sales representa- 
tives), the employee can choose from 
low-priced models of the Chevrolet, 
Ford, and Plymouth. 

Status symbols are nothing new to 
the business world, of course. But not 
until recent years have status symbols 
taken on such importance and for- 
mality at somewhat lower levels of the 
power pyramid. And this trend has 
presented companies with some severe 
headaches. 

“Status symbol problems are by 
far the most ticklish internal difficul- 
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ties of our management,” confides the 
vice president of a large international 
construction company. 

Typical sources of interoffice ri- 
valry over status symbols are the size 
of the desk, the quality of drapes 
and carpets in private offices, the 
number of windows, and the over-all 
nature of office furnishings. 

Warfare recently broke out at the 
offices of a Boston-based utility com- 
pany when an executive fell heir to 
a fine red leather couch. Says the 
executive: “The vice president next 
door began coveting my couch, even 
claiming his doctor ordered him to 
take midday naps. I finally told my 
secretary ‘you decide.’ She told me 
not to give it away.” 

Secretaries play a key role in the 
status symbol game: One eastern 
manufacturing company calls the 
secretaries of department heads “ex- 
ecutive assistants,” while ladies per- 
forming identical chores for lesser 
personnel are merely “stenographers.” 
At a major broadcasting company an 
executive's stratum is given away by 
a look at his secretary's typewriter: 
Only the offices of higher-level of- 
ficials get electric models. 

To be given two secretaries is the 
goal of many a rising executive. But 
this achievement can bring problems. 
After a department manager for a 
western Pennsylvania oil company 
finally was given two secretaries he 
found they couldn’t get along to- 
gether. He finally induced his com- 
pany to construct a wall between his 
warring secretaries. 

Some status symbols have been 
snatched—before being awarded—by 
ambitious young management climb- 
ers trying to better themselves. In 
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many companies, for instance, only 
members of top management are per- 
mitted to include their wives in their 
expense accounts on corporate junk- 
ets. This has led some men-on-the- 
make to bring along their wives at 
personal expense just for show. And 
the widespread practice of corpora- 
tions footing the bill for country club 
memberships for key executives has 
led many newcomers to pay their 
own way into the clubs just to hob- 
nob with the brass. 

Such maneuvers can be dangerous 
for the practitioners, of course, if 
they stir their bosses’ resentment. 
They also have helped to stimulate 
a minor -revolt against the more 
blazant aspects of the caste system. 

“You can spend lots of company 
money on status symbols, but we con- 
sider them false rewards,” observes 
an official of a Los Angeles elec- 
tronics firm. “Real rewards for a job 
well done should be largely financial 
—higher pay, bigger bonuses.” 

“Status symbols only help to feed 
office jealousies,” says the president 
of a West Coast communications 
equipment concern. 

Some companies have sought to 
cut down on some of the more ob- 
vious trappings of rank. At Inter- 
national Minerals & Chemical Corp.’s 
new Stokie, Ill., headquarters—to be 
completed next summer—the dimen- 
sions of offices will be standardized. 
And there will be less than usual ri- 
valry over windows because, as 
Thomas M. Ware, administrative vice 
president, explains, “The walls are 
all windows.” Similarly, DuPont is 
slowly but surely doing away with 
executive washrooms on the pretext 
that “there’s a premium on space.” 
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A number of personnel experts de- 
fend status symbols in terms of al- 
leged “practical benefits” accruing to 
both company and individual execu- 
tive. Nearby parking lots and wash- 
rooms," they argue, save time and 
energy for high-salaried officials and 
hence save money for companies. 

Some corporate leaders also claim 
that status symbols are important to 
a company’s discipline and operating 
efficiency. They serve to underscore 
the lines of authority, goes the argu- 


ment, and remind employees where 
the power actually resides. Moreover, 
status privileges sometimes are used 
as “fringe benefits” in lieu of pay 
boosts or bonuses. 

Many skeptics, of course, take a 
dim view of all this. To them the 
status symbol is mainly a device for 
flaunting one’s power, and any prac- 
tical justification is largely accidental. 


@ THE WALL STREET JOURNAL, 
October 29, 1957, 
p. 1:2. 


Do Mergers Make Money? 


MERGERS MAY BE MADE IN HEAVEN, but they don’t always stay there, 
according to a recent analysis of the fortunes of 21 companies involved 
in mergers during the past two or three years. Reported by Donald I. 
Rogers in the New York Herald Tribune, the study showed what investors 
would have gained or lost if, 12 months before each consolidation, they 
had acquired and held the common stocks of the 21 companies. 

In the case of 13 of the stocks, a premerger investment would have 
produced a profit ranging from less than 1 per cent to nearly 230 per 
cent. Nine of the gains would éxceed 50 per cent, and four would top 
100 per cent. 

However, seven of the stocks would have produced losses and one 
would have resulted in a stand-off. The losses would run from 11.6 per 
cent to nearly 68 per cent, with five exceeding 50 per cent. 

Of the surviving companies—that is, those firms which became the 
parent companies after the mergers—barely more than half paid any 
cash dividends in the 12 months ending in mid-1957. 


AMA SPECIAL R&D CONFERENCE 
The AMA Special R@D Conference, “How to Plan Prod- 
ucts that Sell,” will be held Monday through Wednesday, 
January 13-15 inclusive, at the Roosevelt Hotel, New a 
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INSTITUTIONAL ADVERTISING — 
which has often come under harsh 
critical fire—is being infused with 
new vigor these days as advertisers 
emphasize the importance of corpor- 
ate identity in the marketing effort. 

“Corporate-image” advertising is 
no longer the easy target for criticism 
that it once was. Advertisers have a 
clearer idea of what they want in- 
stitutional advertising to do—and 
what its content should be. There are 
still instances of self-puffery and con- 
fused communication, but they are 
becoming less frequent. 

To those who are using the tech- 
nique, its purpose is to bring into 
focus a clearer image of the com- 
pany behind the product. By identify- 
ing the company for the buyer and 
making its policies and thinking bet- 
ter known, the advertiser hopes to 
establish a ground-swell of preference 
for his products. 

What makes institutional advertis- 
ers willing to divert funds from the 
harder-selling forms of direct product 
advertising? 

One immediate and practical rea- 
son is fiscal: to attract potential in- 
vestors. When that is the sole pur- 
pose, financial and investment pub- 
lications get a large part of this ad- 
vertising. 

In the main arena of sales-build- 
ing, however, corporate-image adver- 
tising is finding equally important 
uses. One frank purpose is to gather 
loose ends. Companies are anxious 
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Institutional Advertising Makes a Comeback 


to define who they are, because 
mergers, acquisitions and interchanges 
of divisions have left a wake of con- 
fusion about where corporate bound- 
aries are drawn and who makes what. 

A manifestation of this desire for 
the unifying of marketing structures 
can be found in the number of com- 
panies that have recently refurbished 
their trademarks or adopted new ones. 
For example, Diamond Alkali rede- 
signed its trademark earlier this year, 
calling it part of a “newly launched, 
long-term, coordinated  corporate- 
identification program.” 

Along with Diamond Alkali, other 
companies have their eyes on the 
changing marketing picture. They see 
in the tumult of product innovation 
and displacement an urgent reason 
for strongly establishing the corporate 
name: Many of their products and 
brand names will no longer be im- 
portant factors in a dozen years, and 
the surviving element will be their 
corporate identity. With an establish- 
ed name, they have a strong spearhead 
into any new-product territory. 

Corporate-advertising themes are 
also gaining more respect as a here- 
and-now selling step. One of 50 
campaigns the Minneapolis-Honeywell 
Regulator Co. is running is a cor- 
porate-image story. Robert Eppler, ac- 
count executive of the company’s ad 
agency, remarks: “You never really 
know what comes first with a cus- 
tomer—his confidence in the product 
or his confidence in the company be- 
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hind the product. The good reputa- 
tion of one supports the other. And 
our advertising must support both.” 

But “corporate-image” advertising 
can pose definite problems for the 
user. There is, for example, the 
problem of the company name that 
already has strong association or im- 
agery woven around it: of fashion or 
mechanical precision or homey whole- 
someness. Using that image-rich name 
to promote the products of a new 
and dissimilar subdivision may con- 
stitute waste of a strong asset. 

It can often be a ticklish dilemma. 
Should Carnation Co.’s name, pop- 
ularly identified with milk products, 
be used on Friskies dog food to help 
it gain a sales foothold? Should a 
company with a reputation for preci- 
sion engineering, which acquires 
several subsidiaries doing less exact- 
ing, price-competitive work, lump all 
the companies together—or will this 
do more harm to the parent’s reputa- 
tion than the added sales advantage 
is worth? 

In Elsie the Cow, the Borden Co. 
has an outstanding corporate symbol. 
But the very strength of the symbol 


leads to the temptation of overextend- 


ing it. According to Stuart Peabody, 
assistant vice president at Borden’s, 
who originated Elsie, definite safe- 
guards have been set up. The Elsie 
symbol cannot be used on any non- 
food product, nor on bulk-packaged 
goods. Peabody cites Borden’s instant 
coffee as a product with which Elsie 
should not be associated. “After all, 
what does a cow know of coffee? A 
cow knows milk.” 

Peabody does not believe that a 
parent company’s name is necessarily 
good for a division with plainly con- 
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trasting activities. He wonders if the 
chemical division of his company 
would be better off with a totally new 
title, like Little Giant Chemical Co. 

An equally serious problem arises 
in finding the proper themes for in- 
stitutional campaigns. For advertisers 
embarking on corporate advertising, 
it is worth taking care to find a 
visually strong, distinctively evolved 
campaign. The elements of the ad 
ought to create, even more than in a 
product ad, the image of the sponsor- 
ing company. Minneapolis-Honeywell 
does this with a measured, white- 
bordered block of copy. Sinclair does 


-it with a public-service series on con- 


servation; Union Oil with warm, nar- 
rative-style reports on individual em- 
ployees. 

But too many corporate campaigns 
consist of empty, strained copy, which 
attempts to whip a succession of 
product pictures into a pattern but 
never achieves visual or idea con- 
tinuity. 

Among consumer-goods manufac- 
turers, particularly of low-cost, quick- 
sale consumption articles, a major 
problem is whether to spotlight an all- 
embracing, identifying family name 
for all products, or to follow a policy 
of individual product identity and 
promotion. 

General Foods—an important mar- 
keting bellwether—until recently 
made no attempt to attract attention 
to its corporate name or identity. The 
emphasis was on Jell-O, Maxwell 
House, and its other brands. But re- 
cently the company announced its 
Consumers Service was henceforth to 
be known as The General Foods 
Kitchen. And in an even clearer 
move toward establishing corporate 
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identity, the company this fall is 
launching a line of fancy packaged 
foods emblazoned with the identi- 
fication: General Foods Gourmet 
Foods. 

Two reasons are given by trade 
sources for this change in General 
Foods policy: (1) to support other, 


less-illustrious products in the Gen- 
eral Foods line, and (2) to provide 
the platform from which new pro- 
ducts can be more successfully and 
easily introduced. 

= PrRinTERS’ INK, 


September 13, 1957, 
p. 21:3. 


Rain or Shine? The New Prophets for Profit 


NOTHING AFFECTS BUSINESS like 
the weather, and the weather affects 
every business differently. Snow sells 
cough drops but slows construction; 
a wet spring makes farmers buy 
fungicide by the carload but gives 
air-conditioner manufacturers the 
shudders; at the first frost, orchids 
and oranges perish but antifreeze and 


skiwax bloom again. Yet only a few 


businessmen can depend on the U.S. 
Weather Bureau’s generalized daily 
reports for the information they need. 
To get the precise, specially tailored 
reports they want, more and more 
companies are turning to private 
weathermen, who tell them what the 
weather will be one hour or one year 
ahead. In the process they have 
spawned a booming young business 
of 29 independent firms and some 
600 private meteorologists, whose 
gross this year will top $15 million 
and whose forecasts will save U.S. 
industry an estimated $200 million. 

Ever since the mid-1930’s, a few 
big, weather-wise companies have 
had prophets for profit on their staffs. 
As early as 1937, San Francisco’s 
Pacific Gas & Electric hired meteor- 
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ologist Charles Pennypacker Smith to 
forecast temperatures in northern 
California, where a one degree drop 
can change gas demand by 40 million 
cu. ft. But the real boom came after 
World War II, when a flood of new 
meteorologists and techniques from 
the armed forces became available 
to industry. Now, at fees ranging 
from $25 for a short-range forecast 
up to $20,000 for a comprehensive 
yearly service, dozens of weathermen 
are telling airlines when to fly, build- 
ers when to pour concrete, shipping 
companies when and where to steam 
to avoid ocean storms, and oil-drilling 
crews when to evacuate their off- 
shore rigs. 

What makes the business highly 
profitable is that a private weather- 
man needs nothing but brains to start, 
and has a free, ready-made research 
staff in the U.S. Weather Bureau. To 
launch Los Angeles’ National Wea- 
ther Institute in 1945, weatherman 
Edward B. Derr merely paid $40 for 
a set of 15,000 surplus weather maps 
going back to 1905. By using the old 
maps and current Weather Bureau 
bulletins to chart climatic patterns 
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for his customers, and by using his 
weatherwise head in the bargain, he 
now grosses well over $1,000,000 
annually with a staff of only four 
meteorologists (their salaries: about 
$10,000). “We make the future out 
of the present,” says Derr, “and the 
Weather Bureau gives us the present 
for nothing.” The real secret, he ex- 
plains, is to find out precisely what 
a businessman has to know, and then 
tell him in nontechnical language. 
Nobody talks a client’s language 
better than Dr. Irving P. Krick, one- 
time Caltech meteorologist who started 
the first private weather firm in 
Denver in 1938. A leading rain-maker 
as well as hail-halter, Krick now 
serves 200 companies, 260 radio 
stations, and the Mexican Department 
of Agriculture. As a controversial 
proponent of long-range predictions, 
Krick insists that daily weather can 
be foretold as far ahead as several 
years. His most famous forecast: a 
magic burst of sunshine for the inau- 
gural committee just as President 
Eisenhower stepped onto the review- 
ing stand last January. Krick’s sys- 
tem is based on a theory that weather 
repeats itself in wavelike patterns, 
plus a newly rented (for $50,000 a 
year) Remington Rand Univac com- 


puter. By feeding vast globs of 60- 
year-old data into his Univac, Krick 
accurately forecast the inaugural sun- 
shine 17 days ahead of time; the 
U.S. Weather Bureau refused to 
predict more than five days in ad- 
vance. 

To some, weatherman Krick was 
merely lucky, but he and his col- 
leagues insist that their fast-growing 
young business, financed by industry’s 
millions, is making great strides in the 
art of weather forecasting. In Hart- 
ford, Travelers Insurance Company's 
meteorologist, Dr. Thomas F. Malone, 
has been working on an “odds sys- 
tem” of reporting which tells radio 
listeners the precise odds on climate 
changes (“rain today: 6 out of 10”) 
in contrast to the usual vague predic- 
tions. And even a small enterpriser 
like Houston’s John C. Freeman, Jr., 
president of two-year-old Gulf Con- 
sultants, can make an important con- 
tribution. Two months ago, Freeman 
completed a TV-sized electronic tide- 
telling machine, claims that it pre- 
dicted a 10.7-ft. tide at Cameron, 
La., well in advance of Hurricane 
Audrey. Actual height of the tide: 
10.4 ft. 


we Time, August 5, 1957, 
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Hotel, New York. 


AMA SPECIAL PACKAGING CONFERENCE 
The AMA Special Conference, “Formed Sheet Plastic for 
Packaging and Industrial Applications,” will be held Monday 
through Wednesday, January 6-8 inclusive, at the Commodore 
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Retail Spending—Where the Dollars Go 


FOR FIVE YEARS, there has been hardly a pause in the retail boom that 
has pushed consumer spending at stores from $162.3 billion in 1952 to 
$189.7 billion in 1956. This year, U.S. merchants should hit the $200- 
billion mark for the first time on record. 

Although every retail group has shared in this growth to some degree, 
retailers as a whole have failed to keep pace with consumers. Stores in- 
creased their sales by 16.8 per cent during the five-year period 1952- 
1956, but consumers were spending 22.4 per cent more than they were 
in 1952. 

This reflects a steady rise in the amount consumers have spent for 
services. Last year, 32 per cent more was spent for services than in 
1952; for goods, both durable and nondurable, the rise was only a little 
more than 17 per cent. In addition, there has been a notable shift within 
the retailing categories themselves. Only five retailing groups—gasoline 
stations, automotive, furniture, liquor, and drug stores—have managed 
to equal or exceed the total percentage gain in consumer outlays. Food 
stores haven’t increased their share of the market, although they still 
take the biggest bite out of the consumer dollar spent at retail. 


—Business Week 9/14/57 


“I can take 70 words a minute, if you can spell that fast.” 


—Modern Office Procedures 


WA 


Since juy, the value of stocks on 
the New York Stock Exchange has 
dropped by about $40 billion. More 
recently the market has gone through 
violent gyrations, gaining or losing as 
much as $8 billion in a day. The 
nation’s business is still sound, but, 
in the words of one Wall Streeter, 
the sound has become a little mourn- 
ful. 
Does the action of the stock market 
signal a depression ahead? Not neces- 
sarily. Movements of the stock mar- 
ket do not always, and certainly not 
inevitably, forecast movements in 
business. It is entirely possible for 
the market to take a dive—or to 
advance—without business following 
after. 
A variety of forces have impelled 
the market along its seemingly eccen- 
tric course. One important factor is 
the comparative return on stocks and 
bonds. The return yielded by stocks 
ought normally to be higher than that 
from bonds, to compensate the inves- 
tor for the greater risk. During the 
past two years, however, many stocks 
have lost this yield advantage, and 
some investors are switching from 
stocks to bonds. Switching of that 
sort no doubt was one of the causes 
behind the recent market decline. 
Stocks are Sensitive also to taxes. 
Peculiarly enough, taxes sometimes 
push prices up, not down. Since the 
capital gains tax becomes payable 
when stocks are sold at a profit it dis- 
courages selling and so helps to keep 
up the market. Other taxes, like the 


Is Wall Street a Reliable Business Barometer? 


late, unlamented excess profits tax, 
clearly depress stock prices. 

The course of stock prices has been 
affected also by changes in the saving 
and investing habits of individuals 
and institutions. More persons have 
discovered the joys and sorrows of 
stock ownership than ever before— 
more than 8,500,000 of us now own 
stock. And institutional investors, 
such as pension funds, mutual funds, 
and insurance companies, have been 
growing by leaps and bounds and 
have bought large amounts of stocks. 
This surge of demand naturally has 
helped to put stock prices up. 

When all this is said and done, 
however, the fact remains that the 
ups and downs of business are the 
most potent levers activating the mar- 
ket. Each company’s stock moves 
according to its particular outlook for 
profits and dividends, which is 
shaped, in part at least, by events and 
conditions inside the company. But 
no business is immune to changes in 
demand and in costs, and these are 
governed largely by general business 
conditions. Here is the link that ties 
together—even though not very reli- 
ably—business conditions and stock 
market ‘prices. 

In the past, the market has antici 
pated turns in business correctly more 
often than not. It has been less accu 
rate since the end of the war, how- 
ever. During the years from 1945 to 
1953 investors seem to have been 
waiting for the “inevitable” postwar 
depression. During the following 


THE MANAGEMENT REVIEW 


‘ 

( 

: a 

- 


= 


Ss 


2 Sas 


years, a “New Era” seems to have 
broken out, with a consequent joyous 
revaluation of all stock values. In the 
words of one extremely successful 
judge of values, stocks shifted from a 
price basis “minus fear” to one “plus 
hope.” 

One problem for the market, how- 
ever, is estimating the value of 
growth—how much to pay for tomor- 
row. If a company’s profits and divi- 
dends were to grow 10 per cent per 
year on average for the next 20 years, 
they would reach about seven times 
their present level. What allowance 
should today’s price make for such 
prospects of trees growing pretty close 
to the sky? Investors’ opinions on 
this score seem to have undergone 
some remarkably optimistic revisions 
in the past four years—at least prior 
to the recent drop. In the process, 
many old stock market wheelhorses 
have suddenly been revealed as 
growth companies. 

It is intriguing to note that this 
conversion has occurred with scarcely 
any assist from the national income 
statistics. Total corporate profits after 
taxes, which in 1948 rose to 
$20,300,000,000 and in 1950 to 
$22,100,000,000, failed to rise 
above $21,000,000,000 in the boom 
years of 1955 and 1956. In terms 
of constant purchasing power they 
were unquestionably lower in 1955 
and 1956 than in the earlier years. 
This is hardly a picture of exuberant 
growth. 

The companies covered by Stand- 
ard and Poor’s index did rather better 
than the national total. Between 
1950 and 1956 they managed to 
raise their earnings from about 
$1,800,000,000 to $3,000,000,000 
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a year. (Part of this gain was 
accounted for by mergers, by changes 
in the index, and probably by condi- 
tions created by the Korean War and 
the excess profits tax.) But this con- 
centration of earnings, with the big- 
gest companies gaining at the expense 
of the rest, probably has its limits. 
For the long pull, the market as a 
whole is tied to the growth potential 
of the gross national product and its 
subdivision, corporate profits. These 
two sober statistics seem reasonably 
steady; they are unlikely to run away 
or go through the roof. 

Finally, the market has to cope 
with factors almost beyond rational 
business appraisal, especially the 
danger of war, political trends, and 
inflation. Where facts are so hard to 
come by it is little wonder that some 
members of Wall Street. sometimes 
seek refuge in rumor and fancy. Wall 
Streeters speak mostly to other Wall 
Streeters. Sentiment travels quickly 
and becomes an independent force. 
It takes only a small minority of in- 
vestors and traders susceptible to such 
influences to move the market. 

Despite frailties like these, it is 
only fair to say that Wall Street is 
becoming a much more thoughtful 
and judicious place than it was 30 
years ago. Wall Street as a whole, 
it is true, still lags behind most of 
U.S. industry in the application of 
advanced research methods. In part 
this reflects a skepticism flowing from 
the well-advertised misfortunes that 
some economists have suffered in the 
market in former years. But new 
methods have been developed mean- 
while—sample surveys, advanced sta- 
tistical techniques, computing ma- 
chines. 
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These approaches are not so ambi- 
tious as some earlier ones that claimed 
to forecast the business cycle. Neither 
will they make sense out of nonsense. 
But used as aids—not as alternatives 
—to good judgment, they could per- 
haps render services that Wall Street 
has not yet fully exploited. As Wall 
Street progresses in this direction, our 


understanding of the forces that move 
the stock market should improve and 
the market itself should become 
stabler and a better place for the 
average man’s savings. 


a Henry C. Wallich. 

Tue New York Times MaGaziIne, 
November 3, 1957, 

p. 17:4. 


Air Freight Gets Off the Ground 


AT NEW yorkK’s expanding Idlewild 
airport one day recently a Seaboard 
& Western air freighter touched down 
with a $50,000 consignment of 
Paris fashions, inbound for a Neiman- 
Marcus showing in Dallas. From 
Seattle, a Flying Tiger pilot wheeled 
aloft with 17,000 pounds of pine- 
tree seeds, ticketed for a reforestation 
project in Europe. From Bangkok, a 
KLM Royal Dutch plane hauled in 
a pair of cobras for a Texas zoo— 
and probably passed en route the 
40,000 pounds of electronic parts 
Seaboard was flying to France. 

This is some typical evidence that 
the long-awaited boom in air cargo 
is finally getting off the ground. The 
palmy days of the first postwar years 
(when probably 1,000 carriers were 
in the air) has faded. But the hand- 
ful of all-freight lines left are either 
making money or reaching for the 
black ink, and big trunk carriers like 
American Airlines—No. 1 freight and 
passenger hauler—confidently expect 
this year’s cargo traffic to soar 30 to 
35 per cent over that of 1956. The 
planemakers, who up to now have 
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concentrated on human cargo—to- 
day’s flying boxcars are basically modi- 
fied passenger planes—now are hard 
at work peddling designs engineered 
specifically for the box-and-barrel 
trade. 

“Speed” and “emergency” still ‘rank 
at the top of the air shipper’s lexicon. 
“Nobody wants to wait for anything 
these days,” says Miami’s John Paul 
Riddle, whose Riddle Airlines, Inc., 
carried a million-pound payload in 
1947, his first year as an operator, 
and expects to top 60 million in 
1957. But the emergency that sets 
off today’s rush shipment is part of 
the U.S. industrial routine, where 
meticulous, split-second programming 
is the rule. President John C. Emery 
of Emery Air Freight reports that 
recently he had to rush 25,000 
pounds of automobile doors to 
California—and wasn’t surprised. “In 
auto production,” he explains, “emer- 
gencies -are created by the nature of 
the business. Air freight solves the 
emergencies.” R. M. Stevens, a Ford 
traffic man, backs him up: “The 
more people and plants you acquire, 
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the more air shipments will be re- 
quired. Human error alone, as slight 
as it may be, assures that.” 

The nation’s air freighters have 
found that the balance sheet, and 
not the wild blue yonder, makes the 
most effective selling pitch. “Every- 
body has been cutting manufacturing 
costs,” says American Airlines vice 
president Samuel C. Dunlap, “but 
they haven’t done nearly as much in 
distribution.” Flying Tiger president 
Robert W. Prescott would agree. 
“Our first customers,” Prescott says, 
“were the traffic managers, but more 
and more we're finding the company 
treasurer comes to us. He is the one 
who learns how to save money for 
his company, and who knows in a 
time of tight money how important 
shorter pipelines of stock are.” 

To make their point, the airlines 
cite cases like Cleveland’s Curtis In- 
dustries, Inc., a keymaker and auto- 
accessory firm that closed down its 
warehouse in California in favor of 
air freight—and found it saved almost 
$120 a ton on West Coast shipments, 
another $150 a week on clerical 
costs of handling orders under the old 
system. Gibson Art Co., Cincinnati 
greeting-card manufacturer, found it 
could match deliveries of a com- 
petitor—without paying to match the 
rival’s West Coast warehousing. By 
taking to the air, Spirella Corp., a 
Niagara Falls corsetmaker, added 
$20,000 to gross profit—and less 
than $6,000 to costs. From its At- 
lanta warehouse, Sears, Roebuck uses 
Teletype and Riddle’s air freighters to 
give overnight service to 28 of its 
Florida outlets, a system that, accord- 
ing to Sears’ Atlanta supervisor Bill 
Workman, usually jumps sales 30 per 
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cent when introduced. “We find local 
stores can stock high-volume items in 
depth in the space usually required 
by products with less turnover. And 
we can bring in fringe products— 
such as farm tractors and burros— 
by air.” 

Air freight growth seems to be 
taking off from solid ground. In its 
short history—American filed the 
first U.S. air-freight tariff in 1944— 
the industry has changed from a 
helter-skelter, fire-horse operation into 
a genuine transportation system. The 
bulk of Seaboard’s first business was 
in such items as Paris fashions. To- 
day, this is still big—but instead of 
90 per cent, it accounts for little 
more than half the traffic. The rest 
is hard goods—machinery, spare 
parts, Belgian glass for U.S. television 
tubes, radio resistors from Germany. 
New York dress manufacturers, Sea- 
board reports, have worked out a 
whole new scheme of operation with 
air freight, flying patterns to Europe 
to take advantage of low labor costs 
and bringing racks of finished goods 
back. 

Animals traveling by air still de- 
light the photographers and publicity 
men, but it is the more prosaic item 
that pays the rent. United Air Lines, 
for instance, found that cut flowers, 
electrical equipment, and machinery 
held the top spots on its list of 
moneymakers. TWA’s top money- 
makers are electrical appliances and 
auto parts. Riddle, while still ready 
to put circus elephants into his 
beefed-up C-46’s, ranks newspapers 
and other printed materials as his top 
payload. 

Big as it is getting—U.S. flag car- 
riers flew 451 million ton-miles of 
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cargo last year, took in $109 million 
for it—the air freight industry still 
has only a vestpocket share of the 
shipping business. (U.S. railroads 
alone lug 1.66 billion ton-miles of 
freight every 24 hours.) Only 
4/100 of 1 per cent of all trans- 
atlantic cargo, Seaboard figures, goes 
by air. About 1 per cent of Detroit's 
huge shipments fly, Ford’s Stevens 
estimates. 

The air men, however, are now 
going all-out to keep their freight 
curve rising. They have to. “The 
forced draft behind air freight,” 
American Airlines’ Sam Dunlap says, 
“will be supplied by the need to get 
full payloads in the $2 billion worth 
of jets now on order by the airlines.” 


The potential of air freight could 
eventually make the passenger, to- 
day’s big moneymaker, take a back 
seat. None of the big carriers gets 
more than 10 per cent of its income 
now from freight; American Airlines, 
for instance, grossed $16 million on 
air freight last year, but $261 million 
on passenger business. But while 
there may be a limit to how many 
people will travel, there is no limit 
to how much they will ship. Pan 
American vice president Willis G. 
Lipscomb predicts: “Within ten 
years, airline revenue from cargo will 
equal, if not surpass, passenger 


revenue.” 
a NEWSWEEK, 


October 21, 1957, p. 86:2. 


Who Gets Social Security Benefits? 


OLD AGE, SURVIVORS, AND DISABILITY INSURANCE payments are now 
being received by more than half of all of the 15 million people 65 years 
of age or over in the U.S., according to the National Industrial Con- 
ference Board. By comparison, in 1948 only one out of eight people 
in this age bracket were receiving these benefits. 

From 1948 to mid-1957 the total older population increased by 3.5 
million, while the number with some sort of government pension in- 
creased by twice that amount. The numbers with income from employ- 
ment (i.e., earners or wives of earners) and from public assistance 


remained about the same. 


The spread of OASI benefits sharply reduced the size of the group 
that formerly had no income or received income only from sources 
(e.g., annuities, dividends, etc.) other than the three mentioned. They 
numbered over 3 million in 1948 but fewer than 1 million in 1957. 
Proportionately, they shrank from 29 per cent to 5 per cent of the 


total older population. 


THE GREAT THING in this world is not so much where we stand as in 
what direction we are going. 


—Oliver Wendell Holmes 
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THE DEBATE over public assistance 
to foreign countries, which occupied 
an unusual amount of Congressional 
time this year, obscured a significant 
new development: private funds are 
flowing abroad at an unprecedented 
rate. According to a U.S. Department 
of Commerce report released recently, 
U.S. private long-term investments 
made abroad Jast year, including re- 
tained earnings, exceeded $3.6 billion, 
double the $1.8 billion supplied under 
the economic aid program for the 
same period. The flow, moreover, is 
continuing at the same high rate this 


year. 

Even these tabulations fail to tell 
the whole story. They measure only 
the net flow of private investment— 
new investments minus proceeds of 
old investments liquidated and re- 
turned to this country. While the 
net figures may be appropriate for 
balance-of-payments analysis, they are 
not a full measure of the contribution 
of private capital to economic develop- 
ment. More important, the official 
figures do not cover such important 
forms of investment as exploration 
and development costs charged off, 
and purchases of equipment equal to 
depreciation and depletion allowances. 
Competent students have concluded 
that capital expenditures abroad by 
U.S. investors last year were actually 
on the order of $5 billion. 

Portfolio investments, until fairly 
recently held in disfavor by U.S. in- 
vestors because of heavy losses suf- 
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Private Capital Does a Job Overseas 


fered during the 1930's, have been 
coming back. Last year the flow of 
such capital amounted to $776 mil- 
lion, bringing the outstanding total at 
the end of 1956 to $8 billion—up 
some $2% billion from 1946. 

Total outflow of new funds, in- 
cluding both portfolio and direct in- 
vestments, after fluctuating annually 
around $1 billion during 1946-55, 
shot up to $2.6 billion last year. Re- 
investment of earnings, another major 
source of funds, after averaging 
around $600 million annually in the 
postwar decade, rose to almost $1 
billion in 1956. 

The total direct foreign investment 
built up from new capital out-flow 
plus reinvested earnings is estimated 
to have been $22 billion—roughly 
three times the 1946 level. Since 
these investments are listed at book 
value—far below their replacement 
or market value—their economic im- 
portance to the host countries is un- 
derstated. 

Some have argued that private in- 
vestment, though impressive in total, 
is unduly concentrated in already in- 
dustrialized areas, with relatively little 
invested in the underdeveloped re- 
gions. Figures show, however, that 
since World War I direct investments 
have tended to be fairly evenly di- 
vided between developed and under- 
developed countries. Post-World War 
II needs for raw materials and petro- 
leum stimulated investment in under- 
developed countries, particularly in 
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the Middle East. It is true that re- 
cently investment has favored devel- 
oped countries, mainly because of the 
attractiveness of the Canadian boom 
and the widening market for con- 
sumer durables in Western Europe. 

For the period 1950-56, the $6.3 
billion increase in direct investments 
in developed countries represented 
about two-thirds of the total foreign 
investment gain. However, the $4 
billion invested in underdeveloped 
countries during this period hardly 
supports the charge that these areas 
are being neglected. 

Another criticism of private invest- 
ment is that too large a share goes 
into the extractive industries: mining 
and petroleum. Investment in manu- 
facturing and processing enterprises, 
the argument goes, would benefit the 
host countries by providing wider em- 
ployment, a broader economic base, 
and a greater share of the values 
added to primary products at the more 
advanced stages of fabrication. 

This point of view is not supported 
by past experience. First of all, na- 
tural resources are of little value to 
anyone while they remain under- 
ground. The development of such 
wealth has increased foreign exchange 
earnings, and—in the case of petro- 
leum—also reduced the foreign ex- 
change bill for imported fuels. More- 
over, by no means all of this invest- 
ment is for getting raw materials out 
of the ground. Much of it is for 
processing and distributing facilities, 
including pipelines, railroads, high- 
ways, waterways, and ports serving 
the country generally. Many com- 
panies are operating schools and 
hospitals that are open to the public. 

In addition to their own capital 
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outlays, the petroleum and mining 
companies, along with other private 
investors, are making heavy tax pay- 
ments which provide host countries 
with funds that can be used to pro- 
mote economic and social progress. 
Last year, for example, one U.S. com- 
pany and its affiliates paid to foreign 
governments, or collected for them, 
a grand total of more than $1.8 bil- 
lion in taxes and other payments. 

In Venezuela, some 70 per cent of 
government revenues in 1956 came 
from the oil industry alone—with 
taxes collected from iron ore and other 
mining ventures accounting for a 
large share of the balance. 

The contribution of private invest- 
ments cannot be measured in terms 
of money only, of course. Of im- 
measurable importance are the initia- 
tive, technical aptitudes, and man- 
agerial skills that accompany the 
dollar investment—the “intangibles” 
that are vital to economic develop- 
ment. 

Expanding trade and production, 
growing population, and rising living 
standards the free world over are 
creating new investment opportuni- 
ties. However, the continuance of the 
greatly stepped-up flow of U.S. capital 
abroad will depend to a large extent 
on the reduction of existing obstacles 
to investment. These include incon- 
vertibility of currencies, threat of ex- 
propriation or nationalization, political 
and economic instability, discrimina- 
tory local taxation, unreasonable 
limitation on the use of U.S. per- 
sonnel, and requirements that local 
investors have voting control. 

First Natrona Crry BANK 
MonTuiy LETTER, 
September, 1957, p. 104:4. 
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Is Fair Trade Down for the Count? 


THE PHiLosopny of fair trade laws 
is coming under increasingly heavy 
attack. The use of such laws as effec- 
tive marketing tools, many observers 
say, has been put in doubt by court 
decisions of recent months. 

At one time the list of fair trade 
advocates bulged with the nation’s 
major manufacturing firms. Today 
only a few companies champion the 
policy. 

Proponents of fair trade argue that 
the laws protect the consumer from 
“sucker prices’—i.e., loss leaders— 
and the manufacturer from loss of 
good will. The laws also give the 
small businessman, so the theory 
runs, a chance to compete on equal 
footing with large distributors who 
normally buy in quantity and thus 
can sell goods for less. 

Anti-fair traders contend that the 
laws keep prices up by holding an 
umbrella over the inefficient mer- 
chant. In a sense, some persons assert, 
fair trade has defeated its purpose in 
that it has brought great prosperity 
to discount houses and other price 
cutters it was designed to outlaw. 
Fair trade never was meant for a 
booming economy with expanding 
markets, they maintain. 

The latest blow fair trade has suf- 
fered is a Supreme Court ruling 
which, in effect, held that Masters 
Mail Order Co. could sell General 
Electric Co. products in New Leste 
at less than “list” price. 

The action was a major setback for 
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G.E., which waged a year-long legal 
battle with Masters. Masters Mail 
Order is a subsidiary of Masters, Inc., 
New York discount house. The mail- 
order concern is located in Washing- 
ton, where there is no fair trade law, 
New York is one of thirty-four states 
that have an effective law. 

Some observers felt the Masters 
verdict would encourage other dis- 
count houses to set up mail-order sub- 
sidiaries to make sales in fair trade 
states. : 

Only three states and the: District 
of Columbia have no fair trade laws, 
but in effect eleven other states have 
made their statutes impossible to en- 
force. The eleven states have voided 
the nonsigner clause, key to fair 
trade legislation. That clause forces 
every storekeeper in a state to main- 
tain the manufacturer’s minimum 
price provided only one retailer in 
the state has signed such an agree- 
ment. When that clause has been 
declared unconstitutional, fair trade 
goes out the window. 

Fair trading in gasoline also is 
believed on the way out in the active 
and highly competitive markets of the 
northeastern states. Some factors be- 
hind the trend are industry fears of 
an oversupply and the feeling that 
the pegged prices make disposal of 
excess supplies more difficult. 

In 1955, Westinghouse Electric 
Corp., G.E.’s major competitor in the 
appliance business, abandoned fair 
trade. Sales gains since that time 
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have been credited by Westinghouse cause it was acting as both a whole- 
to dropping the policy. saler and manufacturer. 
Eastman Kodak Co. went off fair In the face of fair trade’s waning 
trade earlier this year because it popularity, G.E., Sunbeam Corp., and 
found price maintenance “imprac- Revere Copper & Brass Co. stoutly 
tical.” Bell & Howell Co., producer = maintain the system works. G. E. re- 
of photographic equipment, also has affirmed its position in June, despite 
dropped fair trade. the $500,000 it spends each year 7 
In the drug field, McKesson & policing retail outlets. a 
Robbins, Inc., was ordered by the Said the giant electric appliance t 
Supreme Court to stop its fair trade |§ maker: “We believe that by far the s 
contracts with wholesalers who sell vast majority of our distributors . . . 
what the company calls its “home continue to favor fair trade. We in- u 
health remedies, toiletries and cos- tend to maintain our fair trade policy tl 
metics.” as long as no better system is available ti 
Those contracts required whole- and sufficient states maintain effective y 
salers to sell the products to stores at _—_ laws.” b 
minimum prices fixed by McKesson. wCharies Carroll. 
The court said the company had no Tue New York Herarp Trisune, se 
right to impose such contracts be- November 10, 1957. se 
ir 
el 
What Makes an Engineer Happy? ri 
NOT ALL ENGINEERS are agreed on what factors make for job satisfac- : 


tion, according to a survey “in depth” of 265 professional engineers 
conducted recently by the National Society of Professional Engineers 
and the Professional Engineers Conference Board. Although the respond- 
ents agreed on certain factors—such as opportunity for advancement, 
challenging work, and good salary—their disagreement on others is 
shown by these findings: 

Opportunity to keep up with new developments in their field was 
listed by about half of the respondents as an important factor in job 
satisfaction. A similar percentage laid stress on having congenial, capable 
coworkers. Recognition of achievement was mentioned by more new 
engineers than by experienced ones. 

Older engineers emphasized the importance of being part of man- 
agement and of having clear definitions of authority and responsibility. 

Less than 20 per cent of the respondents listed employee benefits, 
clerical assistance, and private quarters as top job requirements. 

About 60 per cent thought that the present intense competition for 
engineers was good for the engineering profession. The remainder 
thought it puts too much emphasis on money, gives the young engineer 
a false sense of values, and forces quality standards down. 

—Industrial Relations News (230 West 41 Street, 
New York 36, N. Y.) 8/10/57 
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Why Unions Are Losing Elections 


Unions are in an organizing slump. 
That’s been true now for a decade, 
and changes in organizing methods 
to meet new conditions have not off- 
set the downturn. 

“Dave Beck beat us,” an industrial- 
union president said recently, giving 
this year’s most widely used explana- 
tion for an organizing failure. Last 
year, racism was the scapegoat, and 
before that, Taft-Hartley. 

The latest explanation may make 
sense to top labor officials as they 
see recruiting slipping into lower 
gear. But to the organizer out work- 
ing the field, it’s caviar for the gen- 
eral. For him, distributing leaflets, 
ringing doorbells, addressing smaller 
and smaller meetings, there’s a long- 
range trend to be bucked. 

The trend shows up clearly in 


National Labor Relations Board sta- 


tistics. The percentage of representa- 
tion elections won by unions has de- 
clined throughout the ten-year Taft- 
Hartley period, with a sharp slide 
from 71.9 per cent in fiscal 1953 to 
an estimated 60.9 per cent for this 
year. The average for the Taft-Hart- 
ley period is 70 per cent, as against 
81 per cent for the 12 years under 
the Wagner Act. 

Union election wins began to slip 
before the Taft-Hartley Act, how- 
ever, from 84.5 per cent in 1944 to 
75 per cent in 1947. The total of 
eligible voters in union representa- 
tion elections has dropped consider- 
ably since the end of World War II. 
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The slump is also reflected in the 
fact that the united labor movement 
has quietly dropped plans for a major 
organizing drive and is soft-pedaling 
the talk of “organizing the unorgan- 
ized” which it emphasized during the 
merger period of two years ago. 

Thus, the McClellan committee 
exposures merely accent a long-run 
trend apparent throughout the whole 
Taft-Hartley period. The chief rea- 
sons for this trend are: 

1. Size and nature of the target. 
Most organizers concede that small 
plants are the hardest to organize, 
because of the closer contact between 
management and employees. 

2. Taft-Hartley. The greater de- 
gree of free speech for management 
provided by the Taft-Hartley Act 
gives employers more weapons to 
fight union organization. This has 
particularly hurt the unions’ organ- 
izational efforts in the South. 

3. Changing nature of the work 
force. Unions, to date, have not made 
any headway among white-collar em- 
ployees, who make up an ever-larger 
proportion of the work force. Failure 
here is an old story. It is mainly due 
to the lack of rapport between the 
management-oriented office employee 
and the militant, organization-minded 
union representative. 

4. Marginal nature of today’s or- 
ganizing efforts. Much of the unions’ 
efforts take place on the fringes of 
an industry already well organized. 
In many instances, unorganized 
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plants have wages and working con- 
ditions equivalent to those in union- 
ized factories, and workers often fail 
to see why they should pay dues for 
what they already have. 

5. Corruption and racketeering. 
Present and future revelations may 
cause the “undecided middle” in 
representation elections to vote “no 
union.” 

In addition to these organizing 
road blocks, the unions have set up 
one of their own. No AFL-CIO or- 
ganizer can be assigned to any situa- 
tion where there is a rival jurisdic- 
tional claim between AFL-CIO 
unions. This means such unions as 
the Textile Workers are on their own 
in the South, a tough organizing area. 

Will the unions come out of the 
organizing slump? If the question 
means, will AFL-CIO put on a major 
organizing drive sometime in the near 
future, the answer is yes. The merged 
labor movement must sooner or later 
make a serious effort to develop an- 
other period of organic growth. 

One reason is the need to protect 
the wage scales and contract standards 


in unionized plants from competition. 
Another stems from the conditions of 
the AFL-CIO merger. No staff mem- 
bers, it was agreed, would lose their 
jobs. Recently, however, some of the 
old CIO militants have raised ques- 
tions about the present size of the 
organizing staff and the work being 
performed. Conscious of the internal 
dissatisfaction over organizing pro- 
gress, AFL-CIO field people recently 
formed a union, the Field Represent- 
atives Federation, to protect their jobs. 

Even with increased efforts, it is 
doubtful whether there will be an 
upsurge in union membership com- 
parable to that of the late 1930's. 
The ratio of about one organized 
worker to four unorganized is ap 


parently stabilized for the present. | 


Over the past decade, the labor force 
has risen approximately 8 million 
and union membership has grown by 
about 2.5 million. If the unions grow, 
they will probably grow in propor- 
tion to the total work force. 


ms Business WEEK, 
July 13, 1957, 
p. 144:3. 


Breaking Up the Log Jam in the Patent Office 


IN THE FUTURE, the Patent Office 
will issue fewer patents, but they 
will have more value. That is the 
goal of a dozen groups both in the 
Administration and Congress. 

It’s a struggle to get a patent now. 
On the average, applicants wait 44 
months and pay high fees, both to 
the Patent Office and to patent law- 
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yers. And when they finally get the 
patent, people complain, it isnt 
worth much because too many are 
issued. 

Court records support this com 
plaint. From 1950 through 1954, 
the Appeals Courts told six out of 
every ten patent-holders who charged 
infringement that their patents were 
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no good. For the past decade, the 
Supreme Court has been scolding the 
Patent Office for honoring every 
trifle as an invention. 

A small company charges that 
large competitors infringe upon it 
and that it has no way to fight back; 
patent suits almost exhaust the 17- 
year life of the patent, not to mention 
the assets of the company. Another 
firm complains that although its 
patents are valid, it is continually 
threatened with infringement suits 
by companies which can afford whole 
staffs of patent lawyers. These large 
companies, it is asserted, have thou- 
sands of patents with which they 
surround an invention. 

The main problem, limiting the 
issuance of patents, won't be solved 
through any single device. At least 
three methods are envisaged: im- 
proved management of the Patent 
Office; coding and electronic filing of 
both patents and technical literature; 
and new patent legislation. 

Patent Office management already 
has been improved by a step every 
agency recommends—allocation of 
more money. Over the past few years, 
the Office has hired several hundred 
additional examiners who have pre- 
vented an increase in number of 
applications pending. Equally im- 
portant, they have cut into the 
backlog, which, at the present rate of 
progress, will be eliminated in about 
six years. 

Examiners, the theory runs, issue 
too many patents because they haven’t 
the time to say, “No.” They're sup- 
posed to refuse if the application 
describes something already patented; 
something already in use, whether pat- 
ented or not; or an advance so slight 
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that anyone in the field could have 
thought of it had he taken the trouble. 
To make a correct decision based on 
these criteria, the examiner should 
familiarize himself not merely with 
thousands of existing devices but with 
all of the pertinent literature, from 
research papers to advertisements. 
But there just isn’t enough time. 

To cope with this problem, the 
Patent Office is enlisting the help of 
the Bureau of Standards and manu- 
facturers of computing machines in 
a major project, with the goal of using 
computers to pick out the patents with 
which to compare new applications. 
The Patent Office hopes to code not 
only patents, but the scientific litera- 
ture inventors use in research. 

In the Patent Office today is a 
specialist who plays with a deck of 
100 punch-cards, on each of which is 
coded one way that several mecha- 
nisms—conveyors, levers, etc.—might 
work together. He wants to learn 
whether his code works, whether a 
computer could be fed a card repre- 
senting one of these arrangements 
and then find all others similar to it 
in some detail. When he is sure that 
this is possible, he will experiment 
with actual patents. 

Finally, there is the prospect of 
legislation. To prevent the issuance 
of patents which may be revoked in 
court, a simple, drastic change in 
law has been proposed. This would 
provide for an “opposition” hearing 
before a patent is issued, at which 
anyone with an objection would have 
an opportunity to speak. Evidence 
such as existing inventions, scientific 
papers, and photographs of similar 
products would be presented to the 
hearing office. An application that 
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survived an examinaition of this type, 
it is argued, would survive anything, 
and thus only hardy patents would 
be issued. 

There is some objection that such 
opposition hearings would increase 
the work load of the examiners and 
the backlog of the office. And Sen. 
Joseph O’Mahoney, head of the 
Senate Judiciary Subcommittee on 
Patents, is fearful that larger com- 
panies would use such hearings to 
delay indefinitely the issuance of 
patents to smaller rivals. 

A large proportion of patents, in 
Committee opinion, are sought not to 
obtain manufacturing monopolies but 
simply to keep others from getting the 
patents. To protect day-to-day tech- 
niques, it is said, a large company 
will seek a patent on almost every 
operation it performs. 

Sen. O’Mahoney envisions a sim- 
pler system: A company that merely 
wants to protect itself and not to sue 
anybody wouldn’t need a _ patent. 


Instead, the Patent Office would pub- 
lish a description of its invention; by 
statute, such publication would serve 
as evidence against anybody who, 
after the date of filing, sought a 
patent. To get a patent costs money 
and takes time; a company that ap- 
plies for hundreds every year would 
save much under this system, reasons 
O’Mahoney. 

Patent attorneys are skeptical, 
however. Even on applications con- 
cededly defensive, mere publication, 
they insist, would not satisfy their 
clients. The inventors in the labora- 
tories, as always, would demand the 
patents that mean prestige, money, 
greater opportunities for advancement. 
A company that went after patents 
while others resigned themselves to 
publication might be able to hire most 
of the inventive talent away from its 
competitors. 

a Jerome Shoenfeld. 
Sates MANAGEMENT, 
September 20, 1957, p. 134:3. 


The Coming Shortage in Marketing Manpower 


THE NEXT SERIOUS PERSONNEL SHORTAGE will come in marketing, ; 
a number of experts predict. Of the estimated 15 million persons now 
employed in all phases of marketing—product planning, customer re- 
search, marketing research, advertising, sales promotion, sales, distribu- 
tion, and service—about one-third are in managerial positions or spe- 
cialized roles. The shortages will be most severe there, and in line sales 
jobs. 

National Sales Executives, Inc., estimates that industry is short at 
least 400,000 persons in the sales area alone. In addition to these, 
many more will be needed in such specialized areas as market research, 
sales promotion, and advertising. 


—Steel 8/5/57 
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That’s What I Want for Christmas 


ALTHOUGH U. S. companies will give customers and prospects millions 
of dollars’ worth of Christmas presents again this year, whether the 
money is a sound investment in promoting sales will depend to a great 
extent on what is given—and how the gift is made. 

In the past, one out of every two businessmen who gave things away 
at Christmas apparently operated on the theory that “liquor is quicker,” 
and one in four relied on desk accessories. The presents were sent to a 
man’s office instead of to his home in nine out of ten cases. 

Are these practices on the right track? A new Printers’ Ink survey in- 
dicates that only half of those who get liquor really prefer it—and those 
men would rather get it at their homes than in the office. (A bottle re- 
ceived in the office may be passed around in pre-Christmas celebrations, 
and the contributor may get more credit for the hangover than for the 
cup of cheer.) 

Half the men who receive gifts would prefer something for the home— 
and they don’t want too luxurious a present. Something that costs about 
$10 would suit well over half; almost as many would be satisfied with a 
$5 present; and almost all consider an item worth $15 or more to be 
in bad taste. 

As for the results that can be expected, only half the men who get 
presents feel they are obligated in any way to the company that gives 
them; a buyer seldom forgets his primary responsibility to his own com- 
pany because of a present. But many acknowledge that it does make 
them more inclined to listen to a salesman’s story the next time a decision 
has to be made. 


—Printers’ Ink 9/27/57 


I CANNOT GIVE you the formula for success, but I can give you the 
formula for failure—which is: Try to please everybody. 
—Herbert Bayard Swope 


AMA SPECIAL MARKETING CONFERENCE 

The Special AMA Conference on district sales managers 
will be held Thursday and Friday, December 12 and 13, at 
the LaSalle Hotel, Chicago. To register, or for additional 
information, contact Department M12, AMA. 
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The Private Troubles of Public Relations 


A RECENT suRVEY of company public 
relations departments has brought out 
some disturbing facts: internal rela- 
tionships are the principal concern of 
public relations directors, and their 
role is highly fluid, ill-defined, and 
uncomfortable. There appears to be 
no rhyme or reason to the arrange- 
ments in some companies. Activities 
seem to have multiplied without ref- 
erence to the essential purpose of 
public relations. 

The survey, conducted by the pub- 
lic relations firm of Dudley-Anderson- 
Yutzy, included the chief public re- 
lations officers of 79 large manufac- 
turing, finance, merchandising, trans- 
portation, and life insurance com- 
panies. 

Some of the most revealing an- 
swers in the survey concerned the 
actual duties of the public relations 
department. The survey offered a list 
of 88 different tasks for respondents 
to check. Many of the duties that 
were checked bore no visible relation- 
ship to anything that could be con- 
sidered a public relations skill. Six 
PR directors, for instance, said they 
supervised employee recreation pro- 
grams. 

Even more astonishing was the 
fact that many respondents listed ad- 
ditional tasks, such as handling cus- 
tomers’ complaints, making market 
surveys, and arranging office moves 
from city to city. This variety of jobs 
suggests a tendency to regard the de- 
partment as a catchall for chores 
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which fall within no other jurisdic- 
tion. 

Such a scattered work load forces 
the public relations director to jump 
from one minor emergency to 
another. As many of them privately 
complain, they are so busy putting 
out fires that they cannot set priori- 
ties on projects of real importance. 
When the job is unstructured, critical 
responsibilities are lost in a welter of 
detail. 

There is, of course, no blueprint 
for the responsibilities of public rela- 
tions departments in general. Every 
enterprise has its own style and its 
own public relations problems. But it 
is possible to frame two general prin- 
ciples of public relations responsi- 
bility against which any specific duty 
can be measured: 

1. Public relations must be held 
accountable for counsel on the prob- 
able public reaction to any policy 
affecting the public interest and the 
effect of this reaction on the enter- 
prise. 

2. Public relations must be re- 
sponsible for the timing and the ex- 
ecution of company statements affect- 
ing policy once they are approved 
for release. 

By these yardsticks, many of the 
chores reported by public relations 
directors become frills or subordinate 
matters worth doing only if they do 
not interfere with the discharge of 
critical responsibilities. 

What authority does public rela- 
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tions need to discharge these responsi- 
bilities? Since the unit of public rela- 
tions work is information, the au- 
thority of the public relations depart- 
ment can be measured in its right to 
get company information and to re- 
lease it. 

Although 50 public relations direc- 
tors said they were generally satisfied 
with their access to company informa- 
tion, most of them qualified their 
answers, and a few were bitter. The 
methods by which they said they 
acquired their information are reveal- 
ing, with such comments made as: 
“watch them,” “police with discretion 
and understanding,” “dig and hope 
for the best,” “grapevine,” “needling,” 
“discovering items after they break in 
the papers!” 

Rather than a conspiracy to keep 
public relations in the dark, the diffi- 
culty seems to be that no one realizes 
that there is certain information that 
the public relations director must 
have. When he is not informed, there 
can be serious consequences. Here is 
a typical situation that could have 
been avoided: 

A company launched an improved 
product without informing the public 
relations department. Left in ignor- 
ance, the public relations director 
launched a publicity campaign to re- 
vive interest in the original product. 
When the new product was an- 
nounced, it had to buck publicity on 
the older product. 

Ideally, the public relations direc- 
tor should have in advance any in- 
formation that will be learned by the 
public, including messages in paid 
advertising as well as those which 
are bound to leak out as rumors..This 
is a tall order, but the task will be 
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easier if management accepts the fol- 
lowing principles: 

1. The public relations director 
must be the judge of what informa- 
tion he needs. If he cannot be trusted 
with company secrets, he should be 
replaced by someone who can be 
trusted. 

2. Management must support his 
right to be answered whenever and 
wherever he asks questions. He 
should not have to waste his time 
“stumbling” over information, cajol- 
ing it out of suspicious department 
heads, or winning it only after prov- 
ing that he can help them in their 
work and in their personal ambitions 
to rise in the company. 

The survey indicates that public 
relations directors are not always sure 
whether they have the authority to 
release information or not. Not one 
claimed to participate in the public 
release of all kinds of information, 
and there was no agreement among 
directors on who should release any 
standard item of company news. In 
some companies, for instance, an- 
nouncement of research grants is 
made by the department involved, but 
in others the news is released by the 
executive committee, the research di- 
vision, a company foundation, the 
board of trustees, or the president. 

Explanatory comments disclosed 
two management attitudes toward 
release authority. In authoritarian 
organizations a typical comment was, 
“No one can sound off in public with- 
out checking with us.” In “happy 
ship” organizations control was con- 
cealed or even abandoned, with such 
comments as “Anything—at their 
own risk,” or “We do it together.” 


Public relations departments can- 
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not, at least with their present staffs, 
release all the information a great 
corporation must give to its many in- 
terested audiences. It is not even de- 
sirable, perhaps, that they be or- 
ganized to control every statement. 
But a beginning can be made in de- 
fining the authority to release: 

1. There is some _ information 
which public relations should always 
have the right to release, such as any 
data which have been previously 
cleared or are already in the public 
record, and the facts of emergencies 
such as accidents or walkouts. 

2. On policy matters, public rela- 


tions should advise on the public re- 
action to an announcement but 
should not claim sole authority to 
decide whether the announcement 
should be made. Legal, financial, and 
sales promotion chiefs have important 
views on the timing of new-product 
announcements, for instance. After 
the decision to release is made, how- 
ever, public relations should have full 
control over how and where the in- 
formation is distributed. 


= Caroline Bird and Thomas D. Yutzy. 
Harvarp Business Review, 
November-December, 1957, 

p. 59:7, 


Are Your Dealer Aids Doing Their Job? 


MILLIONS OF DOLLARS and many 
tremendous marketing opportunities 
are going to waste through mis- 
handling of dealer aids—and the 
fault is mainly the manufacturer’s. 
This is the unavoidable conclusion of 
Tide’s exploration of how dealers 
are using sales aids provided them 
by manufacturers—sales aids which 
cost at least $1 billion a year. 

Here are the chief complaints of 
the dealers about the way manufac- 
turers handle sales aids: 

@ Advertisers can’t make up their 
minds whether to design display 
materials for counter stores or self- 
service outlets. 


«€ Advertisers seem incapable of ac- 
cepting the fact that floor space 
and wall space in most retail estab- 
lishments is sharply limited—for 
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instance, that there are just so 
many light fixtures in the average 
store from which decorative free- 
form mobiles can be suspended. 

@ Many advertisers seem to be in a 
quandary over whether to design 
displays for year-round use or to 
integrate them with special seasonal 
promotions. 

«In the case of seasonal promotions, 
a depressingly large number of 
manufacturers are unable to get 
the point-of-sale aids into the hands 
of retailers far enough in advance 
to do any good. 

@ Many advertisers resolutely ignore 
the fact that other marketers are 
competing with them for valuable 
display space in retail stores. 


«@ Not enough advertisers know what 
kind of point-of-sale is best for 
the product and best for the store. 


Despite these complaints, man 
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facturers can’t be saddled with the 
entire blame for the mishandling of 
dealer aids. In supermarkets, for 
example, almost no amount of in- 
genuity or imagination can overcome 
the basic obstacle to effective display: 
lack of space. Then again, the va- 
riety of outlets served by the drug 
and toiletry industry prevents any 
uniform display program on a na- 
tional scale from satisfying all—or 
even most—of the retailers involved. 

Nevertheless, not enough is being 
done about the problem by manufac- 
turers. One reason, perhaps, is that 
many of them aren’t sufficiently con- 
vinced of the value of dealer aids in 
terms of actual sales. Some believe 
the money could be better spent on 
consumer media advertising, while 
others claim that point-of-sale displays 
are effective in getting dealer coop- 
eration and educating retail sales per- 
sonnel, but not in influencing the 
customer. 

Most advertisers administer dealer 
aid programs in a hit-or-miss fashion, 
without adequate information about 
either retailers’ needs or the effective- 
ness of a specific display piece. Ac- 
cording to a survey conducted by the 
Association of National Advertisers, 
fewer than half the companies polled 
do any sort of regular pre-testing of 
display promotions or material. Of 
those that do, by far the largest pro- 
portion depend on a single pre-testing 
channel. 

The best display in the world is 
worthless if it isn’t accepted and used 
by retailers. Generally speaking, a 
dealer will use a display if it is 
planned and executed by men who 
think in retailing terms, or at least 
try to find out from retailers them- 
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selves what the most useful displays 
are. But according to a Tide survey 
of its Advertising Leadership Panel 
only one out of five companies bothers 
to ask its retail outlets directly 
what kind of display they need. By 
far the largest number depend on 
routine scraps of information em- 
bedded in salesmen’s reports. An- 
other large percentage leave the 
whole matter in the hands of regional 
distributors, who by and large are 
not interested in the subject of dealer 
aids. Quite a few say frankly that 
they rely on guesswork. 

Moreover, companies seldom have 
specially trained personnel to handle 
dealer aids. Advertising managers, 
sales managers and advertising per- 
sonnel are the usual participants in 
point-of-sale planning. Point-of-sale 
suppliers, who could be expected to 
provide expert advice, are consulted 
in the planning stage in only 20 per 
cent of the companies in the survey. 
Outside market research organizations 
with personnel trained in retail 
merchandising are almost never 
called in. 

Advertisers and retailers have pre- 
sented a number of solutions for the 
problem of making dealer aids more 
effective. These range from entrust- 
ing display management to a network 
of merchandising representatives, to 
tailoring display promotions to each 
type of retail outlet. But none of 
these solutions has any chance of 
success unless dealer aids are planned 
by men trained to think in terms of 
retailers’ needs, and unless these 
needs are clearly defined by intelli- 
gent research and field testing. 


a TIDE, 
_ July 12, 1957, p. 35:2. 
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ALSO RECOMMENDED 


Brief Summaries of Other Timely Articles 


GENERAL 


THE FIFTY-MILLION-DOLLAR MAN. By 
Richard Austin Smith. Fortune (9 
Rockefeller Plaza, New York 20, N.Y.), 
November, 1957. $1.25. Despite the 
current cliche that the era of the Very 
Rich is disappearing, the fact is that 
multimillionaires are actually growing 
more numerous, says the author, esti- 
mating that there may now be 250 
U.S. citizens in the $50 million-and- 
up class. He lists 50 of them, reports 
that—unlike yesterday's Very Rich— 
they believe in inconspicuous consump- 
tion, and describes how they manage 
their money, what obligations they feel 
they have to society, and how they live. 


HEALTH UNDER PRESSURE. By Dana L. 
Farnsworth. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), 
Noveinber-December, 1957. Reprints 
$1.00. Believing that the executive's 
health problem is unique because of 
the mass of pressures stemming from 
his particular role in society, the author 
asserts that maintenance of executive 
health calls for planning and action 
far beyond routine physical examina- 
tions and good working conditions. He 
describes some of the contributions that 
can be made by both the individual 
executive and the company to protect 
executive health, with particular em- 
phasis on problems of emotional stress. 


THE BUSINESS MAN AND 
LAWYER. By Elmer M. Cunningham. 
Dun’s Review and Modern Industry 
(99 Church Street, New York 8, 
N.Y.), October, 1957. 75 cents. Every 
company needs a lawyer, but many 
executives are irked by the deliberate 
pace and cautious approach of the legal 
profession because they do not realize 
the magnitude or complexity of some 
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of the legal matters on which they 
want a quick answer, observes the 
author. In this article, he discusses the 
kind of fees a company should expect 
to pay for various types of service, the 
pros and cons of having a company 
legal department, effective arrangements 
for retaining the services of outside 
lawyers, and some criteria for selection. 


PATTERNS OF RECENT PRICE CHANGES. 
By Louis J. Paradiso. Survey of Current 
Business (U.S. Government Printing 
Office, Washington 25, D.C.), October, 
1957. 30 cents. A detailed look at 
what's been happening to prices in 
both wholesale and consumer markets 
since 1952. Pointing out that the most 
recent postwar surge of prices—start- 
ing two years ago—has not had the 
momentum of the two earlier upward 
trends of 1946-48 and 1950-51, 
the author presents figures breaking 
down the trend of wholesale prices by 
commodity groups, as well as tables 
showing the relative consumer price 
changes in such categories as food, ap- 
parel, durables, etc. 


THE TRANSFORMATION OF EUROPEAN 
BUSINESS. By Gilbert Burck. Fortune 
(9 Rockefeller Plaza, New York 20, 
N.Y.), November, 1957. $1.25. Far- 
reaching U.S. ideas are cracking 
Europe’s traditionally autocratic man- 
agement and market policies and giving 
impetus to the boom which is lifting 
European productivity and living stand- 
ards at an incredible rate, reports the 
author. He describes some of the cur- 
rent developments, such as the growth 
of supermarket chains in_ Britain, 
Switzerland, and Italy, the success of a 
discount house in Paris, and the big 
swing to executive education. 
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INDUSTRIAL RELATIONS 


COLLECTIVE BARGAINING IN 1958. 
By R. W. Fleming. Labor Law Journal 
(4025 West Peterson Avenue, Chicago 
30, Ill.), September, 1957. $1.00. 
Pointing to UAW negotiations as the 
key bargaining area of 1958, the 
author predicts that strikes will increase 
both because of greater resistance to 
specific union demands and the fact 
that management's general approach to 
bargaining has stiffened recent 
months. He believes also that reper- 
cussions of the McClellan hearings will 
make union organizing more difficult 
next year and that the action of the 
UAW in giving preferred bargaining 
status to its skilled members will 
sharpen jurisdictional strife. 


DON’T TAKE OLDER WORKERS FOR 
GRANTED. By Hilda R. Kahne, Claire 
F. Ryder, Leonid S. Snegireff, and 
Grace Wyshak. Harvard Business Re- 
view (Soldiers Field, Boston 63, 
Mass.), November-December, 1957. 
Reprints $1.00. The current lack of 
skilled manpower coupled with an in- 
creasing proportion of older workers in 
the labor market give significant in- 
terest to the findings of this study of 


absenteeism in a food manufacturing 
plant: total absence per employee is 
less for workers over 45 than for those 
under 45. Breaking down the figures 
by various age ranges, by lengths of 
service, and by types of absenteeism, 
the authors conclude that older people 
have more general potential than is 
often realized and that certain types of 
older employees may be especially valu- 
able for particular kinds of work. 


DEALING WITH WORKERS. Steel (Pen- 
ton Building, Cleveland 13, Ohio), 
September 16, 1957. Reprints gratis. 
To lick the growing skilled labor short- 
age and union encroachment on man- 
agement prerogatives, employers must 
abandon the traditional group approach 
to industrial relations and consider the 
needs of the individual worker, main- 
tains this article. Pointing out some of 
the costly boobytraps to avoid in union 
contracts, the article discusses various 
steps that can be taken to create posi- 
tive employee attitudes, including better 
supervision, attitude surveys, profit- 
sharing plans, improved communica- 
tions, and more efficient training 


methods. 


OFFICE MANAGEMENT 


A GUIDE TO MODERN DATA PROCESS- 
ING. Modern Office Procedures (812 
Huron Road, Cleveland 15, Ohio), 
November, 1957. 50 cents. This spe- 
cial issue stands back and takes an 
over-all look at integrated data process- 
ing, with particular emphasis on its 
usefulness for smaller companies that 
may believe it is beyond their reach. 
Featured are articles on (1) the 
broadening of the entire data processing 
concept; (2) how four smaller com- 
panies have profited through the use of 
IDP; (3) planning for office automa- 
tion; (4) tailoring office space for 
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electronic machines; and (5) the out- 
look for IDP as viewed by 24 presi- 
dents of business machine companies. 


WHAT MANAGEMENT DOESN’T KNOW 
CAN HURT. By Perrin Stryker. Fortune 
(9 Rockefelier Plaza, New York 20, 
N.Y.), November, 1957. $1.25. The 
full costs of office operations would 
astonish a lot of managements if man- 
agements knew what they were, says the 
author, maintaining that a large por- 
tion of office costs are buried out of 
sight by traditional accounting prac- 
tices. He some of the little- 
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understood inefficiencies—such as the 
low productivity of clerical help, the 
misuse of office space, and an over- 
abundance of useless forms and records 
—and deals at length with the mount- 
ing expenditure which many manage- 
ments have been paying uncritically for 
EDP systems that often don’t pay off. 


HOW TO INVENTORY RECORDS FOR 
DISPOSITION. By William Benedon. 
The Office (232 Madison Avenue, 
New York 16, N.Y.), November, 1957. 
35 cents. Although not a complete 
solution to the problem of records dis- 
position, a thorough, carefully planned 
inventory of existing records can pro- 
vide a solid foundation on which to 
base disposition action, the author 
points out. In this article, he offers a 
detailed guide to the records inventory 
operation, including suggestions on (1) 
the scope of the inventory, (2) prep- 


aration of inventory and office layout 
forms, (3) the use of a standard equip- 
ment code, and (4) consolidation of 
inventory data. 


WHAT YOU SHOULD KNOW ABOUT 
COPYING METHODS. Management Di- 
gest (330 West 42 Street, New York 
36, N.Y.), November, 1957. $1.00. 
The development of new methods of 
copying paperwork for office use—such 
as the increasingly popular photo and 
diazo copying machines—add to the 
problem of choosing the method that 
will be the most economical and effi- 
cient for a specific purpose. The ex- 
tensive chart accompanying this article 
compares nine different copying meth- 
ods in terms of such factors as speed, 
number of copies that can be made, 
convenience, quality of, reproduction, 
flexibility, ability to reproduce art work, 
and cost. 


PRODUCTION MANAGEMENT 


INDUSTRIAL ENGINEERING: TRENDS IN 
100 PLANTS, 1945-57. Factory Man- 
agement and Maintenance (330 West 
42 Street, New York 36, N.Y.), Octo- 
ber, 1957. $1.00. Some interesting 
changes in industrial engineering organ- 
ization and practices are disclosed in 
this detailed survey of 100 industrial 
engineering departments in a variety of 
companies. Among some of the new 
developments reported are (1) a definite 
growth in the size of industrial engi- 
neering departments in smaller and 
middle-sized companies; (2) a sharp 
increase in the number of companies 
using the work sampling technique to 
establish time standards; (3) a greater 
number of industrial engineering de- 
partment heads who report to top man- 
agement; and (4) increased popularity 
of the 100 per cent premium plan in 
setting wage incentives. 


FINANCING YOUR MODERNIZATION 
PROGRAM. By David L. Salinger. Flow 
(812 Huron Road, Cleveland 15, O.), 
October, 1957. 50 cents. Rising costs 


and increasing competition, says the 
author, are making it a matter of pri- 
mary importance that finances, and 
particularly working capital, be handled 
in an efficient manner. In this article, 
he discusses aspects of financing that 
should be familiar to all industrial 
managers planning a program of mod- 
ernization, including such factors as 
financing methods, advantages of leas- 


ing and buying, and tax considerations 


involved. 


MAKE OR BUY. Steel (Penton Building, 
Cleveland 13, Ohio), October 14, 
1957. Reprints gratis. The routes to 
both “make” or “buy” are lined with 
hidden costs that can completely wipe 
out the expected savings, warns this 
article. It discusses some of the less 
obvious cost factors that must be taken 
into consideration, such as (1) the 
higher-than-normal reject rate to be 
expected at the beginning of a produc- 
tion run on new parts; (2) extra 
transportation costs when you 

more parts from a vendor in a hurry; 
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(3) the long-range trend of raw ma- 
terial costs; and (4) the possibility that 
changing technology will obsolete the 
equipment of a company that decides 
to make. 


INDUSTRIAL TV. Business Week (330 
West 42 Street, New York 36, N.Y.), 
September 14, 1957. 50 cents. Indus- 
trial TV has not caught on according 
to predictions of a few years ago, says 
this article, which cites spotty sales 


effort and resistance by businessmen to 
the expense of the equipment as the 
main reasons for the lag. However, 
tremendous growth for ITV is expected 
in the near future, because its value 
has already been proven for such varied 
uses as keeping a watch on gauges that 
aren’t readily accessible, transmitting 
data instantaneously in banks or offices, 
observing dangerous work such as jet 
engine testing, and discouraging pilfer- 
age in warehouses and retail stores. 


MARKETING 


MARKETING COSTS AND MATHEMATI- 
CAL PROGRAMING. By William J. 
Baumol and Charles H. Sevin. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), September-October, 1957. 
Reprints $1.00. Although the scientific 
approach to production has paid large 
dividends, say the authors, there has 
been little comparable progress in the 
field of marketing. In this article, they 
describe some of the important tech- 
niques of distribution cost analysis and 
mathematical programing that can 
profitably be used to reduce marketing 
costs, increase efficiency, and avoid mis- 
allocation of marketing effort, which, 
they feel, is greater than is generally 
recognized. 


It’S UP AGAIN. Sales Management 
(386 Fourth Avenue, New York 16, 
N.Y.), October 4, 1957. 50 cents. 
Some facts and figures on how the costs 
of keeping salesmen in the field have 
risen since 1953 are provided by this 
Sales Management survey of 200 
companies, which shows that the aver- 
age cost per day for operation in large 
cities has risen 9.1 per cent to $18.02 
and that small-city costs have jumped 
20.7 per cent to $15.05. The article 
also reports on how companies are 
controlling salesmen’s entertainment 
expenses and some typical costs of 
leasing automobiles for salesmen—a 
method that is now being used by 21 
per cent of the surveyed companies, 
as opposed to 12 per cent in 1953. 
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THE ROLE OF SALES PROMOTION. By 
Albert W. Frey. (Amos Tuck School of 
Business Administration, Dartmouth 
College, Hanover, N.H.). Reprints gra- 
tis. Sales promotion—once a vague 
function lost in the general marketing 
set-up—is now coming into its own as 
a distinctive marketing tool, according 
to a survey of 232 marketing executives 
reported by the author. In addition to 
revealing that the distinction is formal 
in 77 per cent of the companies, the 
survey shows that 100 of the companies 
have separate sales promotion budgets; 
that the middleman is usually the 
prime target of the consumer goods 
companies, while industrial goods pro- 
motions are generally aimed at the con- 
sumers; and that most companies di- 
rect about one-fifth of their sales pro- 
motion effort at their own salesmen. 


HOW ORGANIZED GROUPS CAN HELP 
YOU SELL YOUR PRODUCT. By David 
Finn. Management Methods (22 West 
Putnam Avenue, Greenwich, Conn.), 
October, 1957. 75 cents. Many com- 
panies concentrate so heavily on direct 
selling that they overlook the substantial 
benefits to be gained from indirect sell- 
ing through public relations tie-ups with 
appropriate organized groups, the author 
says. He describes some ways in which 
a company can work out cooperative 
projects with religious groups, veterans’ 
groups, civic organizations, farm groups, 
etc. 
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TAX PROBLEMS CONFRONTING AMER- 
ICAN FOREIGN TRADE. By Howard 
P. Swanson. Export Trade and Shipper 
(20 Vesey Street, New York 7, N.Y.), 
August 12, 1957. 20 cents. An ex- 
amination of some of the tax problems 
that put United States companies at a 
competitive disadvantage in overseas 
operations. The author outlines the 
background of proposed revisions of 
the Internal Revenue Code, designed 
to remove or reduce certain inequities 
in the tax structure, and describes the 
special tax treatment available to British 
Overseas Trade Corporations, the de- 
velopment of which, he _ believes, is 
part of a definite pattern being es- 
tablished by several foreign countries to 
stimulate the trade of their companies 
in direct competition with American 
and other foreign companies. 


RE-EVALUATE YOUR CAPITAL INVEST- 
MENTS. By Morris Sandel, Jr. Chemical 
Engineering (330 West 42 Street, 
New York 36, N.Y.), November, 1957. 
$1.00. A surprisingly large number of 
companies, maintains the author, make 
the mistake of calculating their invest- 
ments for a project as merely the money 
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needed for buildings and equipment, 
without taking into consideration not- 
so-obvious costs such as the use of 
existing company assets. In this article, 
he outlines and illustrates some meth- 
ods for accurately predicting the return 
on gross investment as well as the re- 
turn on cash requirement. Tables. 


FINANCING THE EXPANSION OF 
BUSINESS. By Herman I. Liebling. 
Survey of Current Business (U.S. 
Government Printing Office, Washing- 
ton 25, D.C.), September, 1957. 30 
cents. Demands of business for capital 
funds have continued at a high rate 
in 1957, and, although internal funds 
available from current operations have 
been larger this year, the bulk of the 
increase in corporate long-term capital 
requirements has been obtained from 
external sources. These are among the 
aspects of current corporate financing 
detailed in this article, which compares 
corporate financing in the first half of 
1957 with that of previous years, des- 
cribes postwar industry differences in 
sources and methods of financing, and 
evaluates the current financial position 
of industry as a whole. 


INSURANCE 


INTERNATIONAL INSURANCE MAR- 
KETS. By Benjamin Lorber. Best’s In- 
surance News (75 Fulton Street, New 
York 38, N.Y.), September, 1957. 50 
cents. Insurance, the author points out, 
plays an important part in the ad- 
vancement of international trade and 
commerce. In this article, which out- 
lines the mechanics of world insurance 
operations, he concentrates on a des- 
cription of the organization and opera- 
tion of Lloyd’s of London, which con- 
ducts by far the most substantial part 
of the marine insurance business and 
offers the prime example of the opera- 
tion of the international insurance 
market. 


THE COMPREHENSIVE LIABILITY POLI- 
CY. By Richard H. Elliott. The In- 
surance Broker-Age (90 John Street, 
New York 38, N. Y.), September, 
1957, and October, 1957. 15 cents 
each. A description of the Comprehen- 
sive General Liability Policy, a broad 
form of coverage that protects against 
risks previously covered by such policies 
as employers’ liability, public liability, 
owners’, landlords’, and tenants’ lia- 
bility, manufacturers’ and contractors’ 
public liability, and various others. The 
author of this two-part article outlines 
the types of protection provided by 
this insurance and describes the limi- 
tations and exclusions of the policy. 
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The New Realism in Human Relations 

(Continued from page 9) 
program is jettisoned. Again, they're on a treadmill, looking for an- 
other “solution.” 

Or take this example. The top management of one manufacturing 
concern decided to renew communications efforts with front-line 
supervisors. Over the years several programs of supervisory con- 
ferences had been launched and then allowed to peter out. But 
this time, the company planned to’ begin with a real flourish. It 
brought in an outside consultant who interviewed each of the super- 
visors. Management announced that supervisors’ meetings would be 
held bimonthly and set up a new interoffice memo form to be used 
only for urgent up-the-line messages. 

Higher management felt it’ had really demonstrated that it 
attached a great deal of importance to front-line problems. To its 
surprise, it found the supervisors as resentful and skeptical as ever. 

The moral is clear: Even when a company’s motives are of the 
best, any suggestion that it has a temporary or fluctuating interest 
can be fatal. The same whim that today brings the feast, tomorrow 
can bring the famine. 


THE ROAD TO REALITY 


The urgent need for the company trying ‘to develop a more 
effective policy for dealing with its people is an investigation of itself. 
The search should involve re-examination of company practices, 
policies, and philosophy. At first it may seem as though these items 
are in reverse order. But the sequence as given is likely to provide a 
more valid line of reasoning than would result if we started in the 
loftiness of company philosophy, and got lost in the clouds. 

How, for example, can our personnel practices be made more 
realistic? Well, consider merit-rating practices. A typical merit- 
rating session, old method, used what might be called the “human 
relations sandwich.” The rater began with some complimentary 
observations designed to enlist the favorable attention of the em- 
ployee. This preliminary phase out of the way, he would then go 
on to cover the areas where the employee was failing to deliver. 
Finally, to send the employee off in a good frame of mind, the rater 
would conclude on a complimentary note. 
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The result? Just compare two descriptions of what took place: 
The rater—“I told him the areas in which he needed improve- 
ment, in no uncertain terms.” 

The employee—“On the whole, he said that I was doing a good 
job.” 

Obviously, they are both right—and both wrong. The confusion 
arises from our neglect of a basic human relations tool—one that 
should be used by every company that hopes to achieve effectiveness 
in interpersonal relations—criticism. 

“Criticism” has been a dirty word in the old human relations 
lexicon. It never even appeared in some of the expurgated editions. 
But the fact is that a straightforward statement of purposeful 
criticism is more conducive to good human relations—yes, and to 
good performance—than a false atmosphere of approval. An ex- 
ecutive can hardly convey his true evaluation of a subordinate’s 
performance if he neglects to point out failings as well as accom- 
plishments. And his criticism will not be understood if it’s wrapped 
in qualifications and ambiguity. 

The situation of the employee who deserves criticism and doesn’t 
get it is like that of a child who grows up without ever knowing the 
facts of life. He lives in a soap-bubble world, totally unprepared to 
face up to facts and responsibilities. Without the guidance inherent 
in well-administered criticism, the individual is less likely to develop 
his abilities or to achieve the goals that might possibly be his. 


TEACHING HUMAN RELATIONS 


Some managers seem to have accepted the notion that human 
relations has “rules” that can be taught. Supposedly, these rules can 
make the individual as efficient at human relations as he is in any 
human endeavor that involves a knowledge of facts. Clearly, this 
is a superficial view. Human relations can be taught, but not by 
memorizing rules and procedures. The attempt to understand 
people and determine what makes them work—which is, after all, 
what human relations is—must necessarily be a slow, difficult 
process. Unless this is recognized, any attempt to teach human 
relations will end in disappointment. 

“Instruction” keyed to rules that say, in effect, “When you con- 
front situation A, do B,” is all but useless. No situation is ever A; 
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it is a variant of A. Therefore, you cannot take action B, but at 
best only a variant of B. 

For example, “Put him at his ease” is a common rule given to 
supervisors dealing with an employee. But the rule cannot be 
followed in all circumstances. For example, if you are intent upon — 
conveying the seriousness of an employee's error, or if he is already 
aware of what you intend to discuss with him and is eager to get 
it over with, an attempt to “put him at his ease” may not only be 
difficult, but actually detrimental. 

Moreover, in any given situation, what you do is not only a 
function of what you know, but what you are. If you are naturally 
relaxed yourself, “put him at his ease” may be an appropriate rule. 
But if you are known as a two-fisted, get-to-the-point type of per- 
sonality, your effort to relax the employee may serve only to in- 
crease his anxiety. 

POLICIES AND PHILOSOPHY 

In appraising company policies and philosophy, we might ask 
ourselves, in view of all the emphasis on management development 
and training, precisely what kind of manager we are trying to 
develop. In this area, a statement by Kenneth R. Andrews in the 
Harvard Business Review sounds the keynote of the new realism: 

“In providing the opportunity for an educational experience (for 
managers) we are interested less in change than in growth and less 
in the similarity of end product than in individual progress. There 
is no one model of a model modern manager.” 

When policy has been stated, in realistic terms, we can go on to 

think through to the basic human relations philosophy for our com- 
| pany: Why are we in business? In view of our objectives, what is 
our real attitude and relationship to our employees? What are we 
trying to accomplish through the various human relations programs 
we may adopt? By honestly scrutinizing such questions as these, 
and using realistic safeguards at each step, we will end with a 
number of conclusions as to philosophy, policy, and procedure that 
will be remarkable in one quality: They will work. 


A GEM cannot be polished without friction, nor man without trials. 
—Confucius 
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Small Business’s Federal Friend Keeps Growing 


THE GOVERNMENT'S “TEMPORARY” FOUNTAINHEAD of aid to small busi- 
ness is observing its anniversary by taking on a permanent look. Four 
years ago the Small Business Administration, with a temporary operating 
permit from Congress, set out on its principal program—lending. Since 
then it has made almost 8,000 loans totaling nearly $360 million, most 
of them in the past two years. 

Right now the lending trend is heading upward anew, as small busi- 
nessmen, finding credit costly or hard to get, turn increasingly to Uncle 
Sam. In the past year, more than 3,600 small firms, from haberdashers 
to toolmakers, have received about $167 million in SBA loans. In the 
preceding year, fewer than 2,300 concerns borrowed $94 million. The 
agency is also busy handing out pamphlets of advice, sponsoring courses 
on improving management, and trying to win more government contracts 
for small business. 

Present signs suggest that Congress may give the SBA permanent 
status before another year goes by. This year the Senate shunted aside a 
House-passed bill to make the agency permanent and merely prolonged 
its life another year. But no real opposition underlies this outcome, and 
it is felt that Congress will find it advantageous to approve SBA per- 
manence next year, shortly before the Congressional elections. 

—The Wall Street Journal 10/1/57 
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Current Trends in Top-Management Compensation 
(Continued from page 15) 


average, top management executives are older than other employees. 
Most plans are regulated by tax laws, and executives are not per- 
mitted preferential treatment under them. 


OTHER FORMS OF COMPENSATION 


According to available information, about 30 per cent of all 
publicly owned companies in the United States have stock-option 
and stock-purchase plans, better than 90 per cent have some form 
of insurance program, and about 15 per cent have deferred pay 
contracts. Except for insurance programs, the costs of these plans 
are not as readily determinable as those of other forms of compensa- 
tion, and the benefits are contingent on many factors. 

Special studies have indicated that these supplementary types of 
compensation serve different purposes and provide different types 
of incentives from direct forms of compensation. Consequently, 
they seem to have little effect on salaries, bonuses, or retirement 
contributions. 

A study of 36 companies in the light machinery industry, for 
example, showed that 25 had incentive or bonus plans, 22 had 
restricted stock-option plans, and 18 had both incentive and stock- 
option plans. This clear indication that the existence of an incentive 
plan does not influence a company’s decision to adopt a stock-option 
plan is substantiated by the fact that, among the companies in the 
United States that have incentive plans (roughly 50 per cent) and 
those having stock-option plans (about one-third), there are many 
companies that use both forms of incentive. Of course, incentive 
and bonus plans have been in use for years, and restricted stock- 
options are still relatively signee ci they are being adopted 
in increasing numbers. 


SMALL COMPANIES 
Top-management compensation in small companies—for this 
purpose, those with sales ranging from less than $1 million up to 
$10 million—differs from the patterns found in larger companies 
in that the organizations vary more widely. Experience has shown 
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that smaller companies in the same standard industrial classification 
are not always comparable. Instead, classifying them by products 
and markets served has resulted in the soundest basis for comparison. 

All companies, regardless of size, must have a chief executive 
officer, but the presence of other executive positions in smaller 
companies is dictated by their varying needs. An organization 
analysis was therefore necessary before a meaningful compensation 
analysis could be completed. 

This analysis, based on a study of 716 small companies, showed 
that when the business grew larger than could be supervised by one 
man, the next position added in the vast majority of cases was 
someone to supervise manufacturing operations. In the smallest 
group, those with sales of less than $2 million, the position most 
frequently added next was the engineering executive in half the 
cases, the sales executive in the other half. Following closely was the 
appointment of a financial executive. During the growth of a busi- 
ness, many functions are, of course, combined, and the study showed 
that an officer responsible for a combination of functions is paid 
more than one responsible for only one function. 

Compensation varies in direct relation to company size and to 
product and market served, in much the same manner as it varies 
by size and industry classification in the larger companies. How- 
ever, the amounts paid to individuals also vary with the number 
of officers in the company. For example, in companies with about 
$1 million average invested capital, managed by two officers, total 
compensation averaged $45,000—or $22,500 each. For the 
median company in this group, the average capital invested was 
about $2.5 million, the officer group was five positions, and the 
total aggregate compensation was a little more than $100,000— 
an average to each officer of about $20,500. The aggregate com- 
pensation increased almost directly with the number of officer posi- 
tions, and the average per officer decreased accordingly. 


DIRECTORS’ FEES 


Continuing studies indicate that from year to year there has 
been no significant change in the fees paid to corporate directors, 
nor has there been any major change in the arrangement of paying 
these fees. 
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Of almost 2,400 companies furnishing the information, about 
one-fifth pay no directors’ fees. A significant number of these 
companies have only inside directors who receive no remuneration 
in addition to their regular compensation. About two-thirds of the 
2,400 companies pay fees on a meeting basis, and about 10 per 
cent pay an annual fee. The remainder use various combinations of 
meeting, quarterly, and annual arrangements. 

Of the companies who pay fees, two-thirds pay outside directors 
only. The other one-third pay all directors, but 60 of these com- 
panies pay outside directors a higher fee than inside directors. 

In companies with less than $5 million sales, $50 per meeting 
is the most common fee. In companies with sales over $5 million, 
the most prevalent fee is still $100 per meeting, regardless of com- 
pany size; over 40 per cent of the companies pay this amount, 
although the range is from $25 to $250 per meeting. 

Company size makes a difference in the amount paid as annual 
fees. The median is slightly over $1,000 per year, but relatively 
few companies with less than $25 million sales pay this much. 
In contrast, practically all the companies with over $50 million 
sales pay more than $2,000 per year. The number of companies 
paying what might be considered substantial annual fees is 
still relatively small. Only 11 companies pay more than $5,000; 
four of these pay $10,000 annually, two pay $7,500, four pay 
$6,500, and one pays $7,000 plus $250 per meeting. Quite a few 
companies pay their directors as much as $3,600 per year plus 
$100 per meeting. 


ESTABLISHING COMPENSATION RATES 


During 1955, a year in which profits increased almost 25 per 
cent, the over-all increase in top-management compensation was 
5.9 per cent. Last year, when profits rose only 5 per cent, com- 
pensation increased by 5.1 per cent. Clearly then, although profits 
are the most direct measure of top-management performance, the 
rate of change is not directly reflected in compensation. 

In fact, year-to-year comparisons reveal no discernible automatic 
determiners of top-management compensation. And this, perhaps, 
is the most impressive finding of the survey: Top management 
apparently gives extremely careful consideration to decisions regard- | 
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ing compensation, and individual judgment plays an important part 
in determining the levels that are established. 

Judgment, of course, cannot be soundly exercised unless all 
available facts are gathered and considered. Obviously, no survey 
can supply information on the individual qualifications of the men 
who hold top-management positions, and this is one of the im- 
portant factors that must be evaluated. It is equally true, however, 

t that a knowledge of what other well-managed companies are doing 
under similar circumstances can be invaluable in the establishment 
of compensation levels. These facts provide one criterion—and an 
extremely important one—for the determination of compensation 
rates that will not only be a just reward for past accomplishment, 
but an effective incentive for maximum future effort. 


“If it weren't for the $120,000-a-year salary, bonuses, cost-of-living adjustments, 
retirement fund, and paid vacations, I'd quit this rat race." 


—Reprinted by special permission of The Saturday Evening Post. 
Copyright 1957 by the Curtis Publishing Co. 
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How to Sound Like an Executive 


IN THE AGE of business conferences and consultations it can be fatal, at 
certain moments, to find one has nothing to say. Fortunately, a little 
practice in the use of certain well-developed management expressions will 
enable any executive to span the gaps in his thought with glittering 
bridges of words, dazzling his bosses and subordinates and confounding 
his rivals. Here are some professional tips on the art of executive rhetoric 
as put forth in an interview with an expert in the field: 


How do you do, sir. Your name 
and occupation? C. Billingsley Ar- 
buthnot. Call me “Chuck.” Job- 
wise, I’m an executive. I’m on the 
management team. I work with 
and through people. 

In what way? By getting across 
to them with the specifics. I com- 
municate. 

Communicate what? Needs and 
goals. 

What kind of needs? The only 
kind that counts. Basic needs. 

And what goals? Realistic ones. 

Based on? Objective evaluation 
of the facts. The hard facts. 

To what end? Implementing de- 
cisions and getting results. 

Decisions, eh? Yes, sir. Sound 
decisions. In this business you've 
got to keep your feet on the ground. 

That means planning, I suppose? 
Lord, yes. In today’s competitive 
market, long-range strategy is a 
must. I never fly by the seat of my 
pants except in a crisis situation. 

Instead? Instead, I project 
trends. In a pinch, I guesstimate. 
But ordinarily I wait until all the 
facts are in. Then, I finalize my 
thinking, always making allowance 
for the X factor. 

But you do rely on backing from 
higher up? I should say so. Of 
course, we're great believers in 
delegation in this outfit. But I 


couldn’t get anywhere without top 
management interest and support. 
It’s a must. ; 

What do you feel is the most 
important part of your job? You 
mean the vital factor, I suppose. 
Well, my philosophy is you've got 
to have good human relations. 
You’ve got to remember that people 
are individuals. And the number 
one requirement is to take an in- 
tegrated approach. 

This requires? A free two-way 
exchange of ideas. 

On? On every company level. 

How do you approach people? 
In a positive way. In a friendly 
but firm manner. I explore areas of 
mutual interest. I give ‘em the 
benefit of my thinking. 

How do you leave them? With 
something to think about. 

This is called? Food for thought. 
Or motivation. 

Which results in? A dynamic 
organization. It pays off for the 
company and the employees and 
the stockholders. And of course for 
the real boss, too. 

The real boss? Who's that? Mr. 
and Mrs. Consumer, of course. 

Well, thanks very much. I ap- 
preciate your trouble. No trouble 
at all. As long as you're not look- 
ing for a panacea, feel free to call 
on me at any time. 


—Stephen Josephs in Dun’s Review and Modern Industry 9/57 


Pirates by Proxy 

(Continued from page 21) 
meeting or two insures a similar response in the future. The 
records of proxy contests show conclusively that there is no rela- 
tionship between a high return of proxies in the past and the 
return that can be expected once management is under attack. 


THE POLITICS OF PROXY CONTESTS 


Actually, a proxy contest is a miniature—and sometimes not so 
small—political contest. Each side attempts to place the other on 
the defensive. Management, as the “ins,” has a record to defend. 
In every record of achievement there is also a record of failure; 
there is no management that has not committed errors of either 
omission or commission. And achievement is easily belittled and 
failure magnified. Fhe hindsight of the attacker is presented as 
foresight—and often accepted as such by unwary stockholders. 

Thus, management is compelled to stand on its record while 
the attacker runs on a platform of pie-in-the-sky—and now. Un- 
fortunately, the rules of the SEC in proxy contests tend to make 
the public record of management the major issue. They shield 
the insurgent against exploration and public development of his 
record, either of the management of his own company or of his 
personal background, which might make him distasteful to stock- 
holders. Such detailed records should be available to stockholders, 
just as political parties can present both their own candidates and 
the deficiencies of the opposition. 

Probably the best advice that any management can have in these 
days of financial interests on the prowl also comes from politics: 
“Always run scared.” 


CHECKING MANAGEMENT WEAKNESSES 
The time to prepare for a happy result in next year’s annual 
meeting is right after the returns are in on the current year's 
meeting. Such preparation for the future falls into two phases: 
the negative and the affirmative. 
Under the first heading comes the examination of vulnerabili- 
ties. A review of proxy contests of the past, as well as the natural 
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laws of greed, indicates that several areas of management weakness 
will attract the raider: 

1. The accumulation of cash beyond the immediate needs of 
the business—cash that can be easily and quickly siphoned off. 
In the Montgomery Ward case, for example, the $300 million 
in cash that Ward had accumulated was a prime attraction ‘to 
anyone who might have been interested in seeking control of the 
company. 

2. A stock selling far below its book value, which invites pos- 
sible liquidation as well as making a prime target for an accusation 
of management incompetence. 

3. Hidden assets; properties carried at far under their actual 
worth. 

4. Properties that invite spin-offs by the insurgent, should he 
obtain control. 

5. A substantial tax carry-forward credit. 

6. Management stock options and bonuses, to which, proxy 
solicitors report, there is a growing antipathy among stockholders. 

7. A weak board of directors, and negligible stock ownership in 
the company both by board members and officers. 

8. Most important of all, poor sales and earnings in relation 
to competitors within the industry. 

Those are some of the vulnerabilities. Although most manage- 
ments will never be confronted by direct attack, it is still good 
business to analyze where each company stands in relation to these 
danger points. The soldier never believes that a bullet can have 
his name on it. 

POSITIVE MANAGEMENT ACTION 


But of greater fundamental importance is what we do affirma- 
tively to gain the friendly, sympathetic understanding of the stock- 
holders. More and more companies today are accepting investors 
as an important group, to be cultivated just as are customers. Like 
a customer, the stockholder can be either a cool bargain hunter or 
an informed person willing to accept some of the better with the 
worse because he has been dealt with frankly. That this is so is 
borne out by the fact that, in every proxy contest of major im- 
portance, the individual stockholders of record have supported 


) 
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management. These are the investors whom management has been 
able to reach directly, as differentiated from those holding their 
stock in street names. 3 


TOWARD CORPORATE DEMOCRACY 

The giant representing 842 million stockholders is just begin- 
ning to stir and feel its strength. We are approaching a more active 
“corporate democracy” in which the stockholder will be urged to 
become a militant force. The raider, feeding upon this mass move- 
ment, can be a threat to economic stability if he gets out of hand 
— if he begins to win rather than lose proxy contests. Up to now, 
however, except for the damage he has done to certain companies, 
he has probably been a force for good, awakening managements to 
the realization that the stockholder can be either an important 
asset or a liability—depending on the alertness, frankness, and 
intelligence with which he is handled. 


Beware the Ides of April 


THE INTERNAL REVENUE SERVICE is changing its method of checking 
and auditing income tax returns, and anyone who's been too imaginative 
in the past had better be a little more factual. 

In the past, the IRS has audited returns reporting incomes above a 
certain level, those reporting income from certain sources, and those from 
persons and companies in previous trouble. In addition, one in five or 
ten returns were audited at random. 

Under the new system, while returns on the raised-eyebrow list will 
still be audited, the IRS will check fewer at random and concentrate their 
audits in those categories where experience has shown irregularities are 
probable. Among the returns which will get more attention are those 
from business and professional people who deal in cash; corporations 
that maintain branch offices in resort areas; corporations and individuals 
with unusually high deductions of certain kinds; individuals who report 
large reinibursed business expenses; individuals who report blanket ex- 
pense allowances; and individuals who report large sick-pay exclusions or 
medical deductions. 


—Elmer Roessner in Business Today (McClure 
Newspaper Syndicate) 10/17/57 
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APPLIED SECRETARIAL PRACTICE. By John Robert Gregg et al. McGraw- 
Hill Book Co., Inc., New York, 1957. 500 pages. $3.48. A_ revised 
edition of a textbook which emphasizes the secretary's personal effectiveness 
and development. Each chapter contains questions for discussion, job ex- 
perience projects, job tips, a check-up on grammar and vocabulary, and 
case problems in personal development and human relations. The material 
on filing procedures has been expanded. Liberal use is made of photo- 


graphs and drawings. 


WRITTEN COMMUNICATION IN BUSINESS. By Robert L. Shurter. McGraw- 
Hill Book Co., Inc., New York, 1957. 490 pages. $6.00. A comprehensive 
textbook outlining the principles and techniques of business writing, the 
most widely used forms—the letter, the report, and the memorandum— 
and the associated skills of dictation and reading. A projects section presents 
actual problems taken from business. A reference section dealing with 


grammar and punctuation is appended. 


LETTERS FOR SPECIAL OCCASIONS. By Frank Egner. McGraw-Hill Book 
Co., Inc., New York, 1957. 146 pages. $3.50. A collection of letters 
written for a variety of occasions such as invitations, thank-you notes, con- 
gratulatory and sympathy notes, letters of introduction, reference requests, 
and recommendations. A chapter on staff announcements is included. 


THE MANAGEMENT APPROACH TO ELECTRONIC DIGITAL COMPUTERS. 
By J. Sandford Smith. Essential Books, Inc., Fair Lawn, N. J., 1957. 227 
pages. $6.30. An analysis of the electronic computer as a management tool, 
by a British management consultant. The operation of computers, the pro- 
gram controller, checks and controls, and programming are presented in 
nontechnical terms. Also discussed are such topics as the impact of the 
computer on organizational structure, the size of business which can use 
a computer, the types of computers available, and the use of computers 
in the United States. 


INTRODUCTION TO DATA PROCESSING: An Outline of Basic Data-Process- 
ing Operations and Methods. Haskins & Sells, 67 Broad Strect, New 
York, N.Y., 1957. 107 pages. Gratis. This study outlines the basic 
operations of data processing and their performance by mechanical and 
electronic methods. Topics include punched-card methods, electronic data 
processing, integrated data processing, and the organization and control of 
a sening. Numerous illustrations of equipment are used throughout 
text. 


CASE STUDIES IN RECORDS RETENTON AND CONTROL. By Jewel Moberley 
et al. Controllership Foundation, Inc., New York, 1957. 455 pages. $7.50. 
These detailed case histories of the records management programs of 13 
companies provide information on their organizational responsibility, use 
of consultants, program sequence, records inventory, standards of appraisal 
and analysis, vital records, microfilming, and storage equipment. Reports 
of interviews with company officials, statistical data, diagrams, and forms 
are included for each company. Manufacturing, insurance, engineering 
— public utility, and transport are among the types of business 
stu 


OFFICE EQUIPMENT: BUY OR RENT? By Robert N. Anthony and Samuel 
Schwartz. Management Analysis Center, Inc., Boston, Mass., 1957. 92 pages. 
$15.00. The authors consider the buy or rent problem in terms of whether 
buying cuts costs sufficiently to warrant the required investment—com- 
paring the purchase price with the present value of rental payments and 
other costs saved when the machine is purchased. Factors discussed include 
the earning rates required, the estimated useful life of the equipment, 
and the costs involved in buying and in renting. Methods of calculating the 
return on investment are presented in detail. 


INSURANCE 


GENERAL INSURANCE. By John M. Magee. Richard D. Irwin, Inc., Home- 
wood, Ill., 1957. 952 pages. $8.35. A general textbook, originally pub- 
lished in 1936, this fifth edition has been revised to include such recent 
developments as the new standard provisions for the workmen’s compensa- 
tion and employer’s liability policy, the new standard provisions for the 
automobile liability and physical damages policies, the new family auto- 
mobile policy, and the trends in the field of multiple-line underwriting. 
Basic insurance principles, the main insurance coverages, and insurance 
planning and management are analyzed in detail. 


INSURANCE CASE BOOK. By A. W. Fitzgerald. The Underwriting Printing 
and Publishing Co., New York, 1957. 501 pages. $10.00. A digest of 
important legal cases involving insurance claims during 1956. Cases are 
grouped under the headings of general, property insurance, personal insur- 
ance, and high damage awards. Several] articles cover such topics as the 
hold harmless clause and the dangerous instrumentality. Also included is 
an index of cases digested in the 1956 edition which were reversed or 
affirmed during 1957. 


PRINCIPLES OF INSURANCE. By Robert I. Mehr and Emerson Cammack. 
Richard D. Irwin, Inc., Homewood, IIl., 1957. 851 pages. $7.80. Based 
on an earlier edition published in 1952, this textbook contains new chap- 
ters on multiple-line coverages, group insurance, choosing the carrier and 
the agent, and on cooperative organizations in the insurance business. De- 
signed for the beginning insurance student, the book uses a functional 
approach to such topics as insurance carriers, the insurance contract, the 
fields of insurance, buying insurance, company organization and operations, 
and the history and regulation of insurance. 
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PROPERTY INSURANCE. By S. S. Huebner and Kenneth Black. Appleton- 
Century-Crofts, Inc., New York, 1957. 568 pages. $5.50. In this revised 
edition of an earlier textbook, considerable attention is given to the impact 
of the multiple-line coverage trend on various types of insurance. The 
material on inland marine insurance has been enlarged, and a chapter on 
aviation insurance has been added. The different kinds of property insur- 
ance are discussed in terms of the nature of the risk faced, the general 
nature of available coverage, an analysis of important specific contracts, 
and the basic factors affecting the underwriting and rating of such risks. 


GROUP LIFE INSURANCE. By Davis W. Gregg. Richard D. Irwin, Inc., 
Homewood, Ill., 1957. 262 pages. $5.00. Based on a 1950 study in the 
Huebner Foundation Study Series, the material in this revised edition has 
been brought up to date and reorganized for use as a textbook. It offers a 
comprehensive analysis of concepts, contracts, costs, and company prac- 
tices in group life insurance. Employee group term life insurance is em- 
phasized as the most important type of group coverage. Among the topics 
discussed are master contract and certificate, group permanent and other 
type plans, marketing and administration, selection and reinsurance, and 
premiums, dividends, and reserves. 


LIFE INSURANCE SETTLEMENT OPTIONS. By Harry S. Redeker and Charles 
K. Reid. Little Brown & Co., Inc., Boston, Mass., 1957. 248 pages. $5.00. 
A definitive textbook on the use of settlement options in distributing life 
insurance proceeds. The proper use of various settlement options is dis- 
cussed as a money management service in life insurance programming. 
Among topics covered are settlement options and life insurance program- 
ming, the use of settlement options to cover needs, company practices in 
the use of settlement options, and legal and tax aspects. Programming in 
action is illustrated by the detailed discussion of a typical family situation. 
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EXECUTIVES FOR GOVERNMENT: CEN- 
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Tax Foundation, Inc., 30 Rockefeller 
Plaza, New York 20, N. Y. 1957. 24 
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Street, N.W., Washington 6, D.C. 
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TAX FRAUD: WHAT THE PRACTITIONER 
NEEDS TO KNOW TO PROTECT HIS 
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tioners’ Guide to Current Tax Problems” 
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Inc., 147 East 50 Street, New York 22, 
N. Y. 1957. 96 pages. $2.00. 
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Society for Advancement of Manage- 
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AMA announces... 


a new Course ~ 


TO BE HELD AT THE AMA ACADEMY 
SARANAC LAKE, NEW YORK 


‘THIS NEW AMA COURSE is designed to help executives improve 
their ability in making effective oral presentations and in getting 
ideas across verbally in all kinds of management situations. 


The course offers two weeks of intensive training in the dynamics 


and skills of management speechmaking—in gaining acceptance 
and understanding from a variety of audiences. 


Registrants have an opportunity to work on presentations that they 
plan to deliver in their own companies, obtaining individual 
guidance through . . . 


@ lectures and case studies 

@ small group project sessions 
@ up-to-date mechanical aids 

@ extensive drill and practice 


Initial sessions of the course will begin at the AMA Academy, 
Saranac Lake, New York, in March, 1958. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway - Times Square - New York 36, N. Y. 
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MARKS OF LEADERSHIP 


COMMUNICATING 


Communicating is an ingoing as well as an outgoing process. 
The ablest executives are remarkable not only for projecting 
ideas, but receiving ideas that others develop. 


AMA’s Executive Action Course provides a special service for 
sharpening this two-edged skill. But all AMA services are 
designed so that members may listen, contribute and learn 
from each other. For thousands of executives, AMA is the 
Communications Center through which the most advanced 
experience of the management fraternity is freely exchanged 
and made available to all. 


EDUCATION IN DEPTH 
FOR MANAGEMENT, OF MANAGEMENT, BY MANAGEMENT 
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